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THE PHYSIOCRATS: 
A STUDY IN ECONOMIC RATIONALIZATION 


An attempt to show how the first “school” of economists created a complex sys- 

, of socio-political thought to meet the agricultural problem of eighteenth cen- 
tury France and to serve the interests of a new class of commoner landowners. 
Mis new class emerged from the French bureaucracy, aping the nobility they super- 
seded, but retaining their bourgeois ideas of profit-making. Their economic doctrines 
of free trade, the single tax and the sole productivity of agriculture are re-inter- 
preted in the light of the above analysis. The argument is that their system of thought 
wis not the product of “pure” or even “academic” reasoning but of class interest, 
which they conscientiously regarded as the interest of the nation as a whole. 


There is perhaps no body of economic theory more misunderstood 
than that of the Physiocrats. To the professional economist their phil- 
osophical writings about the Natural Order, property, liberty and 
surety; their political ideas of monarchy, laws and magistrates; their 
theories of education and freedom of thought, seem to be either of no 
significance at all or the product of pure Aristotelian logic: while 
their economic theories of the sole productivity of agriculture, the 
single tax and free trade, have been twisted out of all recognition by 
interpretation based on later uses of the same concepts. Thus free 
trade, by which the Physiocrats meant free movement of agricultural 
products within France and free export, becomes confused with free 
mport as understood today. As a matter of fact foreign trade for 
the Physiocrats was a temporary measure. Their aim was to do away 
with foreign trade altogether once it had served its purpose of reliev- 
ing the landowners of their surplus crops at good prices.’ 

The single tax has been so confused by its superficial likeness to the 
theory of Henry George and others as to make the Physiocratic doc- 
trine unrecognizable. The peculiar characteristic of the Physiocrats’ 
single tax is to be found in the idea of the produit net. It was not 
essentially a single tax on land at all. It was a single tax on surplus 
agricultural products. In other words, it was a device of the com- 
moner landowner, eager for profit, to escape the multiplicity of taxes 


"Le Mercier de la Rividre, L’Ordre Naturel; Coll. des Econs., pp. 827-8. “A nation, 
once arrived at the best possible condition, has no more use for the help of foreign 
trade. . . its external trade diminishes in the same ratio as its internal trade increases.” 
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which fell on land under the ancien régime and to substitute one tax the 
upon the agricultural surplus, thus insuring to the landowner, not only par 
his cost of production, but a profit before taxation could be applied? 1 
The third major doctrine of this school, the idea of the sole produc kin; 
tivity of agriculture, can be understood only when it is shown that them by 
Physiocrats were not professional economists but officials of various the 
sorts emerging from the French bureaucracy and climbing into thm trot 
land-owning and even into the noble classes. I 
During the reign of Louis XIV with its foreign wars, its court displayfm new 
and extravagance, a new class alignment was created. The nobility was bec 
drawn to Versailles and to bankruptcy, while a huge bureaucracy was geo 
set up under the monarch for the administration of the country andim as | 
chiefly for the collection of taxes. These bureaucrats in Paris and in the 
the provinces were the king’s men. They prospered; and, aping thei if a 
“betters,” they bought out the bankrupt nobles, set themselves up as cor’ 
a semi-leisured class, married, when they could, into the nobility and Un 
remained the most loyal supporters of the king. of ¢ 
“Nearly half the nobility,” says Necker, “as it existed on the ap-mm of 
proach of the last States General, was composed of families ennobledim™ Sta 
within two centuries by the offices of councillors of parlements, coun- I 
cillors of the Cowr des Aides, auditors, correctors, and masters of ac- aris 
counts.’* By the middle of the eighteenth century most of the land im- régi 
mediately around Paris belonged to the parliamentarians. In Normandy tres 
most of the landowners were magistrates. In 1758 when the Queen plu 
visited Dombes, to hold her court at Trevoux, she found that “this beer 
court is filled largely with officers of parlement and a few of the no- livr 
bility because the finest lands in the district are owned by officers of cou 
parlement and of the presidial of Lyons.’ fina 
This new landed class was not slow to acquire the aristocratic pointy wen 
of view. Colbert himself spoke with pride of “my vassals,” “my y 
chateau,” “my river” and “my peasants.”° Said Lemontey, “One does ga} 
not note without admiration how the modest bourgeois who were enter of | 
ing the administration, such as Le Tellier, Colbert, Phelipeaux, De-Hi tp , 
maretz, hastened to ally themselves or their children with princes, dukes poy; 
and marquises, under the travestied names of Belle-Isle, Louvois, Seig- 
nelay, Maurepas, Vrilliére, and Maillebois. Certain of them affected poy, 
the cavalier life of the great seigneurs. . . . They embraced above all 7 
? They argued too that the tax would be paid not by the buyers—the new landed or ' 
classes—but by the sellers—the old nobility. “This tax,” wrote Mercier, “will be paid was 
without reducing at all the net revenue which the new proprietor has counted on gtt- the 
ting in buying the land.” Jbid., p. 162. 
* Necker, Oeuvres, IX, pp. 122-3. 


‘Lavisse, Histoire de France, y. 7, pt. 1, pp. 360-1. 
*Ibid., pp. 142-3. 
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their spirit and maxims, with the fervor of novices and the zeal of 
parvenus.””° 

This new class became the chief bulwark of the monarchy. “He (the 
\ing),” says Loyseau, “gained a great indirect advantage to the state 
by the multiplication of officials, who being directly dependent upon 
the will of the king, were obliged to follow and assist him in times of 
trouble.?”” 

But there was a fundamental difference in point of view between these 
new landowners and the nobles they succeeded. The new men did not, 
because they aped the nobility, cease to be bourgeois, and, being bour- 
geois, they could not look upon their estates as playthings or solely 
as a source of livelihood. The land too must yield a surplus. Under 
the old landowners all that was required of the land was a living; and, 
ifa surplus was created, it was simply an act of God which would be 
corrected in bad times or by the extravagance of another generation. 
Under the new landowners, however, the surplus was the sine qua non 
of economic activity, and no matter how attractive were the pursuits 
of the nobility and contacts with them, no bourgeois official of the 
State could rest content with non-surplus producing capital. 

But the new landowners were burdened by a fiscal and financial system 
arising from the extravagances and hindrances imposed by the ancien 
régime. Colbert from 1661 to 1669 had wiped out a deficit in the royal 
treasury of over nine million livres and set up in its place a small sur- 
plus. But in 1680, at the end of the war with Holland, this surplus had 
been used up and a new deficit created of nearly thirty-five million 
livres. If Colbert could not balance the budget of France, no one else 
could. And from the death of Colbert to the death of Louis XIV the 
fnances of the monarchy under Pontchartrain, Camillart and Desmaretz 
went from bad to worse. In 1715 the country was practically bankrupt. 

The ordinary revenues of the king included the domain, the taille, the 
gabelle, the aides and the traites. The domain was the original revenue 
of the king as a feudal lord. Both lands and feudal rights were leased 
to contractors but the domain had been so largely alienated that the 
revenue in 1661 amounted to only 80,000 livres. Colbert reorganized 
the domain and brought the contractors to time, so that by 1682 the 
revenue had increased to 5,540,000 livres. 

The taille was the most stable tax of the ancien régime. It was “real” 
or “personal” according to the locality; and as the personal income 
was difficult to assess, the tax fell largely upon the land and, because of 


the exemption of the clergy and nobles, upon the commoner landowner 


*Tbid., pp. 870-1. 
'Ibid., p. 366. 
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and peasant.® This old feudal taille was to determine very largely the 
channels in which the new direct taxes were to flow. In spite of the at- 
tempts to tax the exempted classes, the new taxes continued to take 
the course of the taille and to fall chiefly upon the land of the com. 
moners. The worst result of the personal taille was that men feared to 
show signs of wealth or even of comfort, for anyone who appeared 
other than miserable suffered an increased valuation.® 

The gabelle was the monopoly of the salt trade, held by the king and 
leased to contractors. It varied greatly in the different zones. The pre 
amble of an ordinance of Colbert in 1680 to reform the grande gabelle, 
contains one of the many judgments which the old régime passed upon 
itself. “We have not failed to note the confusion among all the edicts, 
declarations, registrations, edicts of our courts and decrees of our coun- 
cil on the subject of the establishing, distribution and collection of 
our revenues, and the multiplicity of the taxes they include.” Qne 
of the chief difficulties of the administration was the administration it- 
self. The policy of centralization and fiscal opportunism had built up 
a great and complicated machinery which perpetuated its own abuses, 
so that reform from within was becoming increasingly difficult. 

The aides in feudal times had been the services, direct or indirect, 
which the lord required of his vassal, but by the seventeenth century 
the term was applied to indirect contributions in the form of duties on 
the sale of certain products and on their entry into towns. They were 


sufficiently burdensome as taxes but their chief offense was that of dis- 
couraging agriculture by obstructing the circulation of its products. 

The traites were the customs duties between France and other coun- 
tries and between France and certain provinces of France. The most 
important of these was the export duty on grain. Many of these duties 
had been placed to protect industries but many of them also for purely 
fiscal reasons. Colbert estimated that goods transported from the north 


of France to Spain paid four kinds of customs, to which must be added 


all the seigneurial and other tolls. Vauban in 1707 described the effect 


of the system, “One finds all sorts of inventions to perplex men and to 


confiscate their goods, so that the proprietor and peasant would rather 
leave their crops to rot in the fields than transport them at so great 
risk and so little p1 
Added to the above duties were the corvées, the militia requisitions 
and a host of seigneurial dues. Added to them again were the affaires 
extraordinaires, the constant creation of new offices for purely fiscal 
® Boisguillebert, Detail d , pp. 217-8. 


® Tbid., pp. 182-3. 
#” Lavisse, v. 7, pt. 1, pp. 196-7 
1 Lavisse, v. 7, pt. 1, p. 204 
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purposes, additions to the rents of the Hétel de Ville, forced loans, 
manipulation of the currency, and finally, when all else had failed, the 
imposition of new taxes. 

The financial straits in which Louis found himself forced him to con- 
sider a tax reform on the basis of equal distribution, or better still, 
on the basis of ability to pay. Had the plan been carried out, it would 
have meant a fundamental reform in the old system of privilege; but 
the system of privilege had struck its roots too deeply into the soil of 
France to be corrected in any radical way by the chief representative of 
the system himself. In 1694 Vauban had presented his plan of a single 
poll tax to replace all other direct taxes, and in 1695 the capitation 
was decreed. 

The subjects of the king, from the Dauphin down, were divided into 
twenty-two classes; class 1 was to pay 2,000 livres per head, class 2, 
1.500 and so on down to class 22 which was to pay only one livre. Had 
this tax supplanted the other direct taxes as Vauban intended, it 
vould have constituted a radical reform; but it was simply an addition 
to the other taxes and thus became a new burden. It was no sooner estab- 
lished than privilege began to assert itself. The clergy were first ex- 
empted and gradually the nobles and powerful bourgeois. The revenue 
decreased so rapidly that in 1698 the tax was suppressed. This futile 
attempt at real reform illustrates the difficulty France was experienc- 
ing with reform from within, when the evils were buttressed by powerful 
class interests. The case is typical of all the attempts at fiscal reform 
during the period. 

In 1701 a second capitation was decreed in which the abuses of the 
frst appeared in even more aggravated form. In 1710 the dixiéme was 
added to the fiscal burdens of the country, and again the clergy gained 
xemption. The opposition to the dixiéme on the part of the nobles and 
\agistrates was very pronounced. The landowning magistrates of Dijon 
were horrified, that, while, their salaries went unpaid, their taxes were 

.multiplied, “in these unhappy years when it would seem that nature com- 
bines with man to compass our ruin.’”? The Intendant of Montauban 

ite, “It is quite certain that many gentlemen will no longer work their 
‘ands for the little profit they will derive therefrom, but will let them 
idle in hope of better times.”"* In 1725 the cinquantiéme was levied. 
In 1783 a second dixiéme was set up in expectation of war. In 1749 
the vingtiéme was decreed on all revenues. In 1756 a second vingtiéme 
vas declared in spite of the opposition of the magistrates; and, under 


Silhouette, a third vingtiéme was laid, so that Mme. Deffand complained, 
“They have not yet taxed the air we breathe, but beside this I know of 


* Lavisse, v. 8, pt. 1, p. 196. 
Tbid., 197. 
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nothing upon which they have not laid their burdens.””™* Finally, Bertin 


doubled the capitation. the 
It is to be noted that all these new taxes were attempts to reach the “ 
privileged classes. Actually, they fell almost entirely upon the land . 
and chiefly on the commoner landowners. It was to a very great degree ” 
because of these new taxes added to the old seigneurial duties that the 
Physiocrats developed their doctrine of the single tax. ~ 
The fiscal machinery of France had been built up in a feudal age when wa 
land was practically the sole form of wealth. The adaptation of this =A 
machinery to the new forms of wealth had been far from successful 
with the result that land was peculiarly burdened both by the old and ¥" 
the new taxes. Thus the great problem of agriculture was the multipli- : 
cation and severity of the taxes which were falling on the land, and > 
among these the most objectionable was the tax on the export of grain. 4 
Colbert’s retention of the grain duties was not due primarily to any th 
economic theory, nor to any predilection for industry, but was a politi- a 
cal measure. France in the seventeenth century was producing hardly . 
enough grain for home consumption, a bad harvest meant want, and «n 
want meant peasant revolts. Colbert wished the poor to have sufficient th 
cheap bread, not from any humanitarian motive but from the purely D 
political need of internal peace. When we recognize this, the Physiocrats’ ty 
policy of free trade in grain loses much of its glamour. The English 
free trade movement under Bright and Cobden was a very different thing. . 
Free Trade in England meant free import of grain and cheap bread. " 
In France it meant free export of grain and dear bread.** Thus the % 
constant cry of the Physiocrats was for “abundance and dearness of r 
agricultural products.” Colbert as a politician had wanted cheap bread. , 
His grain policy was opportunistic. He watched the crops, and when ‘ 
prospects were good he removed the export duties for periods of from . 
three to six months. In 1669 free export of grain was authorized, “His ‘ 
Majesty being almost certain of good crops.’”* But Colbert had some , 
misgivings, and in asking the Intendants to publish the decree he added, ‘ 
“provided that the crops seem so certain that there will be no danger ¢ 
to the people from 
The peasantry of France in the seventeenth century was composed ; 
of the remnants of feudal serfdom in the outlying provinces; the day- ; 
laborers; the fermiers, receiving a fixed income; and the metayers re- 
ceiving a proportion of the product. The peasant proprietors formed 
Ibid., p. 864. 


The Memoirs of the Deputies of Commerce in 1701 contain this complaint: “Agri- 
culture should be recognized as the nourishing mother of the kingdom . . . and it is 
only by means of foreign trade that the kingdom can dispose of her surplus agricultural 
products.” 

* Lavisse, v. 7, pt. 1, p. 216 


Ibid., p. 216. 
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the majority of the peasant population, but their holdings were so 
snall that they provided for little more than their immediate needs. 
The conditions of production were poor throughout the kingdom. There 
yas little available capital, the animals were few and poorly nourished, 
methods of cultivation were out of date and the fiscal régime put in- 
numerable obstacles in the way of circulation. The seigneurial taxes 
were numerous and were usually taken in kind. They frequently 
amounted to more than the public taxes. The church took her tenth and 
“frst fruits.” The sergents, archers and huissers in the service of the 
fnancial administration contributed their share to the exploitation 
of the land. Requisitions, military corvées and the passage of troops 
were frequent and calamitous happenings. The results of these condi- 
tions, when accentuated by the failure of the crops, were the revolts in 
the provinces, a decided movement of the laboring population toward 
the towns, a decrease in the area of cultivation, and some emigration to 
the colonies. 

By the end of Louis XIV’s long reign agriculture was in a bad way. 
“The land,” wrote Vauban in 1701, “returns only a third of what it did 
thirty or forty years ago.’’* Revolts had become chronic. In 1709 
Desmaretz wrote, “The fear of want of bread has roused the people to 
fury. They have taken arms to seize grain with violence; there have been 
ditions at Paris, at Rouen and in almost all the provinces. They make 
a kind of warfare which ceases only while they are occupied with the 
harvest.” 

In 1716 John Law brought forward his famous scheme for reforming 
the finances of the government. He proposed to found a state bank and 
trading monopolies in the East and West Indies, to issue paper money 
on the profits of these companies, pay off the state debt and abolish 
taxes. The scheme broke down, but it helped to give a new impetus to 
agriculture. It created a fluid form of capital which allowed the land- 
owners to pay off their debts and increase cultivation. It brought about 
a moral crisis in France by the rapid enrichment of great numbers 
through speculation, and for the first time the prestige of wealth made 
serious inroads on the prestige of birth. The Visa by which it was liqui- 
dated was characterized by an astounding arbitrariness, and the State 
was bankrupt to the extent of five hundred and thirty-two million 
livres. The collapse of the system showed plainly the nature of money 
asa means of exchange and thus made serious inroads on the theory of 
bullionism. And finally the whole system was based on intangible stuff 
and the French, being children in high finance, returned eagerly to 
reality, and realty, from this nightmare of speculation in unrealities. 


“Vauban, Dime Royale, pt. 1, p. 50 (ef. Boisguillebert, Detail de France, pt. 1, p. 
iT4), 
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“Of all the industrial values brought out under the System,” says 
Blanqui, “there remained nothing but ruin, desolation, and bankruptey, 
Land alone had not perished in this crisis. . . . Thus the hopes of men, 
disillusioned of speculations, turned toward the cultivation of land and 
asked of it reparation for the evils of the System. One might Say that 
every man felt the need of reposing beneath his vine and fig-tree from 
the agitations of the Bourse.’”* The enormous private fortunes created. 
by the System were frequently converted into land. “The new proprie 
tors, almost all risen from the ranks of the workers, cultivated the land 
with the same energy and intelligence that had given them their wealth, 
Land property emerged for the first time from the condition of torpor in 
which the feudal régime had so long kept it.”*® Thus in 1720 Law was 
able to say, “Lands and houses have risen to double or triple their 
former price.”** From 1725-50 a hectolitre of wheat was worth 1] 
francs; from 1750-75 it rose to 18 fr. 25 s. Oats from 1725-50 were 
worth 8 fr., and from 1750-75, 4 fr. Barley rose, during this period, 
from 4 fr. 80 s. to 7 fr. 80 s. From 1701-25 a hectare of land was 
worth 265 fr., and gave a revenue of 11 fr., while from 1725-50 land 
rose to 844 fr., and the revenue to 13 fr. 75 s., and from 1750-75 to 


5 fr. per hectare and a revenue of 18 fr.” 
In 1758 France found herself facing a threefold crisis. Her armies 
had suffered defeat at Rossbach and Crevelt the previous year. Her 


trade was ruined and her financial condition was more alarming than 
ever. The payment of inscriptions was suspended, salaries were stopped 
and it was necessary to urge individuals to bring their gold and silver 
ornaments to the mint to be converted into coin.”* Quesnay’s article 
“Fermiers” appeared in the Encyclopedia in 1756 and “Grains” in the 
following year. Both of these articles were special studies of purely agri- 
cultural problems. Quesnay’s father was a magistrate and a small land- 


owner, and he himself became physician to Mme. de Pompadour and first 
physician ordinary to the king. In 1755 he bought a large estate in 


Nivernais and was raised to the rank of a noble. “Here then,” writes 


Mably, “is M. Quesnay entirely occupied with this new object. . . His 
first discovery was, that if the price of land products increased, the 
revenue of his new domain would increase equally and he would find 
himself to have made an excellent purchase.” 

® Blanqui, Hist. E« Pol., v. 2, p. 89-90. 

Ibid., p. 88, 

= Law, Consids. sur le numeraire, chap, 6, p. 652. 

2 Lavisse, ibid., v. 8, pt. 2, p. 358. 

* Necker, Compte Rendue, pp. 17-8. Quoted in Weulersse, “Le Mowvement Physio- 
cratique en France,” v. 1, p. 61. 

* Mably, Commerce d G ns; Oeuvres, v. 13, pp. 294-6. Allowance must be 
made for Mably’s prejudice. The Physiocrats were rationalizing their class interest 


but they were, too, public spirited men. 
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The first systematic statement of the Physiocrats’ reforms appeared 
n December, 1758, as the T’'ableaw Economique. The first public recog- 
nition of the Physiocrats was an arrét of 1761 creating the first ex- 
usively agricultural society. Later in the same year the Agricultural 
Society of the generality of Paris was founded. In 1768 an edict was 
passed allowing free trade in grain within the kingdom and a partial 
freedom of export, and in 1764 the great grain edict granted free ex- 
nort of grain. Dupont de Nemours was made editor of the Journal of 
{griculture, Commerce, and Finances in 1765 and for four months he 
ased it as the organ of the new movement. An article by Quesnay, “Droit 
Naturel,” was published in the Journal in 1765, and in 1767 the Eph- 
emérides du Citoyen, which had been conducted by Baudeau after the 
model of Addison’s Spectator, was opened to the Economists and Du- 
oont became its editor. The Ephemérides continued to be the organ of 
‘he movement until it ceased publication in 1772. 

The Physiocrats next proceeded to broaden the scope of their think- 
ing and to rationalize their special interest under an imposing system 
of thought. The “Natural Order” was the formal concept of the age 
ind though the Economists were strict monarchists and were quite sat- 
ised with the Divine Order they adopted this newer term to meet 
the temper of the time. Thus in 1767 under the guidance of Quesnay, 
Le Mercier de La Riviére published his “L’Ordre Naturel et Essentiel 
des Sociétés Politiques.” This was not the work of one man but rather 
the complete expression of the whole movement. Le Mercier worked 
under the direct supervision of Quesnay and in the latter’s office. When 
he had finished, the Physiocratic doctrines had become a complete sys- 
tem of sociopolitical thought without losing their original purpose, the 
maintenance of “cherté et abondance” of agricultural products. 

P.-P. Le Mercier de La Riviére was a magistrate, a landowner and 
an Intendant. In 1747 at the age of twenty-seven he entered the Parle- 
nent of Paris as councillor in the first Chambre des Enquétes where he 
remained until 1749.% He was an active agent in the reconciliation of 
the Parlement with the king after their quarrel over the Jansenist ques- 
tion in 1757.7 In the same year his name was proposed as Intendant of 
justice, police, finance and marine in the French islands of the West 
Indies. Mercier did not reach Martinique until March, 1759, just after 
the first siege by the English. He found the colony, “without men, arms 
or munition of any kind, without cannon, fortifications, without money 
in the royal treasury and with no means of getting any.” 

In re-establishing the colony Mercier borrowed on his personal credit 


*F. Joubleau, Notice sur P.-P. Lemercier, Acad. Sc. Mor. Pol., v. 45-6, 1858, p. 
142 

*Tbid., pp. 444-6. 

* Ibid., pp. 447-8. 
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some millions which were never repaid. He had made progress in recoy. 
ering the trade of the colony when in 1762 the English again appeared 
off the coast and the colony capitulated.** Mercier was appointed Jp. 
tendant to the fleet and army of Comte d’Estaing at Brest.” 

By the peace of 1763 Martinique was returned to France and I, 
Mercier again took up his Intendancy. A second time he found the 
colony ruined; and it was to meet this situation that he inaugurated 
a freer trade policy and thus took the step that aligned him with the 
Physiocrats. It was a purely local and practical measure on the part 
of Mercier, to meet a particular problem, and it illustrates the nop. 
doctrinaire origin of the whole Physiocratic movement. In answer to 
certain criticisms, Mercier replied to Choiseul, “Perhaps one might 
ask the question whether it is better to leave Martinique without the 
woods necessary for its manufactures and without sugar casks, rather 
than to allow it to buy both from the foreigner? I leave it to the French 
merchants to find reasons for preferring the former; the latter appears 
to me much more natural in that it gives the colony an outlet for its 
syrups and its rum and thus procures an increase of a million in its 
revenue.”*° 

In 1764 Mercier returned to France because of illness and found hin- 
self to have been recalled in disgrace for his policy. He re-entered Parle. 
ment and attended as honorary councillor the audiences of the Grand 
Chambre. He joined the Physiocrats, and in 1767 L’Ordre Naturd 
was published. 

Opposition to the Economists centered about the work of Mercier. 
Voltaire’s “Homme aux quarante écus” and Mably’s “Doutes proposis 
sur l’ordre naturel, etc.,”’ are the most complete replies. “I have read a 
great part of L’Ordre Naturel,” wrote Voltaire, “and it has put me in 


a bad humor. It is certain that land pays everything, who is not con- 
vinced of this truth? But that a single man should be the proprietor of 
all the land is a monstrous idea.”** In every direction the alarm was 


sounded. “What,” cried a writer in the Journal, “to favor agriculture, 
or rather the land-owning class, is it necessary to annihilate our trade, 
destroy our manufactures, stifle our national industry, enrich the for- 


eigner by despoiling ourselves, and deprive three quarters of the inhabit- 
ants of the means of subsistence???” 

In 1766 the price of wheat began to rise. Petitions, placards and 
revolts against the grain edicts increased and took on a menacing tone. 


Tbid., pp. 449-50. 

* Tbid., pp. 452-3. 

® Thid., v. 47-8, 1859, pp. 131-2 

* Quoted in Weulersse, v. 1, p. 147. Voltaire missed the point entirely. The royal 
proprietorship of all the land meant even less to the king that it did to the Physiocrats. 

“Cited in Weulersse, v. 1, p. 150. 
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, 1768 the king was forced to defend before the Parlement of Paris 
he edicts of 1763 and 1764 and in June of the same year he counter- 
»anded the decree of the Parlement of Rouen which had withdrawn free 
rade in grain. The Physiocrats had staked their fortunes on the con- 
‘nuance of the grain edicts, but while the increased price had reacted 
» their immediate profit as landowners it meant their downfall as re- 
formers. In 1770 the decrees of ’63 and ’64 were suspended indefinitely, 
snd on December 28, Terray completely restored the old internal regu- 
jtions of the grain trade and almost all the old restrictions. Two years 
later the Ephemérides succumbed to debts and to a reduced circulation 
and the movement practically came to an end. Mercier (not La Riviére) 
xpressed the more radical hatred of the Economists in declaring that 
‘The name of these Economists, who have given to monopolists the 
signal and the means to enrich themselves and to bring on want, ought 
to be stigmatized in posterity.’** The Intendant of Burgundy com- 
Jained that, “The most numerous and the most useful class of the coun- 


try inhabitants (the laborers and renters) are reduced to extremities 
unknown before the exportation; they are today more miserable than 
ever... and a great number of families are reduced to mendicity.”™* 

Weulersse reports that popular clamor against the Physiocrats. “The 


interest of the people, said those who proclaimed themselves their champ- 
jons, is injured in many ways by the new political economy. The fiscal 
program of the Economists tends to relieve the rich and burden the 
poor; the execution of their agricultural programs benefits only the 
great proprietors and the majority of the inhabitants of the country 
gain only an increase of misery; the realization of their commercial 
program results in want or in the high cost of living from which all 
the consumers suffer cruelly.”*° These outcries of course represent an 
extreme point of view. Turgot and others of the Physiocrats had done 
much for agriculture in general and something for the peasant. The 
new landowners were model farmers compared with the old nobility. 

Nevertheless, the Economists continued to assert: “A nation ought 
never to fear to see its products at too high prices even [causing] partial 
want, because it has no reason to fear too great a revenue.”** This 
continued identification of the interests of the class they represented 
with those of the nation, successfully blinded the eyes of the Physiocrats 
to the palpable fact that an increased revenue is of little moment to 
‘ person who has no revenue to increase. 

Linguet, Galiani, Graslin, Voltaire and Rousseau all made the same 


"Cited in Weulersse, v. 1, p. 283, note 8. 
Ibid., v. 2, p. 614. 

* Ibid., p. 434. 

*Quoted in Weulersse, v. 2, p- 512. 
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charge of class interest against the Physiocrats. “See then,” Wrote 
Linguet, “all that these well-doing Economists have done to relieve the 
people; the fruit of their sermons is one tax the more.”*? “With their 
dear bread,” wrote Galiani, “they famish the people.”** And Graslin said 
that “The largest possible produit net means nothing but greater wealth 
for the proprietor.” 

But the Physiocrats themselves afford the best evidence of their class 
point of view. In response to the charge that the people suffered from 
the high price of bread, Quesnay answered, “It is important that the 
little folk should bestir themselves and be pressed by the necessity of 
doing so. In the preceding century when wheat sold much dearer the 
people were accustomed to it and gained in proportion; they ought 
to be more laborious and better fixed.”*° “It is thus a great mistake 
to accustom the people to buying their wheat at too low a price; they 
become less laborious, they feed themselves with little difficulty and 
thus become parasitic and arrogant; it is difficult to find workmen and 
domestic servants, and people are very badly served in the abundant 
years.””** 

The physiocratic theory, then, arose out of the special needs of a 
new landowning class under a bankrupt monarchy and a fiscal system 
inherited from the past. The problem of these new landowners was to 
rid themselves of the innumerable taxes of the ancien régime which fell of 
necessity upon the land and made profitable farming impossible. Thus 
the single fixed tax on the net product of the land and freedom of 
trade in grain were their basic economic reforms. Out of these and the 
class interest of the Physiocrats came the reinterpretation of wealth, 
money and value, and, as an extreme form of this class interest, the 
doctrine of the sterility of trade and industry. Their political theory 
arose equally out of the landowners’ desires for surety and efficiency 
of land capital and the bureaucrats’ allegiance to the monarchy. This 
political system had a twofold direction against the arbitrariness of 
the ancien régime and equally against the insecurity, as conceived by 
the landowner, of the new political theories of Montesquieu, Rousseau 
and others. 

Reforms having been discovered to secure the property of the land- 
owner and a political theory adumbrated to protect his interests, it 
was found necessary to catch up the whole in a single system. The Divine 

* Tbid., p. 439. 

* Tbid., p. 513. 

Ibid., p. 629. 

 Quesnay, Grains; Daire, Physiocrats, p. 302. 

“ Tbid., p. 802. The peasantry benefited by the higher price of grain but only in- 


directly. They lacked the necessary surplus to take advantage of the price. A. Sée, 
Classe Rurale en Bretagne, v. 2, p. 614. 
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rder had succumbed to the skepticism of the century. Bacon and New- 
ton had familiarized men with the physical order. Locke, Hobbes, Rous- 
eau had carried this concept over into social thinking under the terms 
Natural Order and Natural Law. Thus the Natural Order was for the 
“ighteenth century what evolution became for the nineteenth, the com- 
non concept into which every generalization was thrown. Finding it 
necessary to give to their special interest a general form, the Physio- 
wats adopted this major concept of their time, and made Property, 
Liberty and Surety the Natural Order of the day, until these were 
supplanted by new shibboleths: Liberty, Equality, and Fraternity. 
Norman J. Ware 


Wesleyan University 
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WAGE LEVELS BETWEEN FIRMS 


I. Statement as to the purpose of the article and as to the nature of the os 
terial on which it is based. 

II. Examination of data discloses that while wage levels are not uniform 
between firms, there is definite indication of a central tendency. Such variation 


exists in firm-averag oes not exceed that which might be attributed to variatigng 
in the nature of the work, provided it may be assumed that these latter variations 
distribute themselve« ound a norm in such a manner as would arise from pur 
chance. 


III. With indications of fairly symmetrical distributions of firm-averages, jt 
further appears that there is a rather pronounced tendency for firms to hold ap. 
proximately the same rank in one year as in the other. In each year, however, firms 
tend to have a different rank on an hourly than on a weekly basis, except in the 
case of firms with either extremely high or low wage levels. This difference in ran; 
seems to be related to variations in normal time per week between firms. 


I 


The purpose of this article is to examine wages for selected occu- 
pations as between firms in a given geographical area at two different 
periods of time, particularly with a view to determining whether or not 
wage levels are about the same among the firms. Some attention was 
given to this point in a previous article," but additional information 
seems to justify observations which were deemed inexpedient at that 
time. 

A brief statement may be helpful at the outset concerning the nature 
of the material with which this analysis deals. The data were obtained 
from two surveys among metal manufacturing firms in the Philadelphia 
area. In the first survey 43 firms coéperated, reporting 1,456 men in 
the selected occupations; while 49 firms, reporting 1,870 men, co- 
operated in the second survey. Only 28 identical firms reported in both 
periods; but these firms account for about 63 per cent of the men re 
ported in the first and about 52 per cent of those in the second survey. 

Concerning the time element, several points may be mentioned. First, 
each survey covered a period of a week: one in April, 1927, and the 
other in October, 1929. Within the designated months each firm was 
permitted to select the week which it deemed most representative. Sec- 
ond, the selected months represent periods of high seasonal activity. 
Third, general business conditions in the metal trades were considerably 


better in 1929 than in 1927. Consequently the data cover comparatively 
short periods of ti during seasonal activity in years with different 
general business conditions. 

The occupations examined are based on the operation of the following 
machine-tools: boring mill, drill press, engine lathe, milling machine, 
planer, screw machine and turret lathe. These occupations are ad- 

1 American Economic Review, September, 1929, pp. 378-392. 
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santageous for the purpose of the present inquiry in that they are 
highly important in modern industry by virtue of their contribution to 
{s speed, accuracy and power, and in that they are more closely de- 
ined than is the case with many other occupations. 

This last statement implies that these occupations, in common with 
others, do not represent identical work wherever they are found, and 
ich is the case. Variations occur both between firms and within indi- 
vidual firms. Occupational classifications for general comparisons must 
of necessity represent groups of more or less common characteristics or 
activities—rather than a group of identical features. And it is in this 
sense that the seven machine-tool occupations are used. Partly as a 
result of an examination of over one hundred occupations in 1927 and 
partly as a result of subsequent inquiry, it would be difficult to find 


I 
PERCENTAGE OF Frrms Havine, AND OF MEN OccuPATIONs, 
1929 1927 


Firms Men 
Occupation (per cent) (per cent) 

1929 1927 1929 1927 
Boring mill operating 55.1 44.2 12.7 10.2 
Drill press 79.6 72.1 18.1 16.8 
Engine lathe 85.7 81.4 27.4 28.3 
Milling machine “ 71.4 67.4 14.4 14.2 
Planer ? 53.0 39.5 4.9 4.0 
Screw machine “ 55.1 44.2 12.8 17.9 
Turret lathe 5 61.2 55.8 9.7 8.6 
Combined occupations 100.0 100.0 


at the present time occupations more closely defined and more generally 
understood than these seven. Moreover, if the customary three or four- 
fold classifications for labor were used, substantially all the operators 
of these machine-tools would be classed as skilled workers. 

While only a few establishments have all of these occupations, their 
general importance among metal manufacturing firms may be judged 
‘rom Table I which shows, in part, the percentage of firms having each 
of the occupations. Planer operating is found in the fewest firms both 
years, and yet about 53 per cent of the firms had at least one planer 
operator. Engine lathe operating, on the other hand, is the most exten- 
sive, with over 80 per cent of the firms each year having one or more 
men in that occupation. 

The relative importance of these occupations to the industry is best 
seen by the percentage of men involved. Engine lathe operating is dis- 
tinctly in the lead with about 28 per cent of all the machine-tool opera- 
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tors each year, while planer operating is at the other extreme with 
less than 5 per cent of the men. Between these extremes the proportions 
vary from 10 to 18 per cent, as is shown by Table I. 

Most machine tool operators are paid on some incentive basis, this 
being the case with 74 per cent of them in 1927 and 84 per cent in 
1929. And the bulk of the time workers are distributed among firms in 
which incentive methods of payment are used to an even greater extent. 
Consequently there is little reason for suspecting that different methods 
of payment play an important part in the present analysis. 

In the subsequent presentation considerable emphasis will be placed 
on the combined occupations. The justification for this is not merely 
simplification in presentation, but rather the fact that tendencies noted 
with the combined occupations generally persist with the individual 
occupations. Statistically, the justification is that the general average 
for the combined occupations is fairly representative of the genera! 
averages for the individual occupations and that the dispersion for the 
combined occupations, as measured by the coefficient of variation, is 
not greater than that found in most of the individual occupations. 


II 


That wage levels are not uniform between firms may be seen from 
Table II. This table gives, in part, the lowest and highest firm-averages 
for each occupation.” When all machine-tool operators are taken as a 
group (combined occupations) the lowest hourly average is 50.0c and 
the highest is 96.4c in 1929, while the corresponding figures for 1927 
are 45.9c and 92.7c. On a weekly basis the respective averages are 
$25.52 and $48.88 in the former as against $23.28 and $44.98 in the 
latter period. 

While the lowest and highest averages for the individual occupations 
vary somewhat, the figures just given do represent the absence of uni- 
formity in wage levels common to all occupations. The amount of spread 
between the extremes varies from 37.0c (turret lathe operating) to 
52.8c (screw machine operating) in 1929 and from 38.2c (boring mill 
operating)* to 51.7c (milling machine operating) in 1927. On a weekly 
basis the spread runs from $17.07 to $25.62 and from $13.02 to $24.82 
in the respective periods, as shown by Table II. When firms are ar- 
ranged in ascending order of their averages, the differences between suc- 
cessive averages are generally small, seldom exceeding 1.0c with hourly 
or 50c with weekly averages. And even though there are some relatively 
large gaps between successive averages at the extremes of the distribv- 

2A few distinctly extreme cases have been excluded from the table. 

* Excepting planer operating where the spread is only 19.lc. 
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‘ons, still most of the total spread is accounted for by numerous but 
»all differences between successive averages. 
“That there should be some variation in wage levels between firms is 
>t surprising in view of the fact that the empirical data are based on 
-cupational classifications which represent norms of activity rather 
han ide ntical characteristics. Under such circumstances it becomes im- 
ortant to know whether or not there is a sufficiently definite central 
endency in the distribution of these wage levels to permit the tendency 
» be fairly accurately described by a general average. It is also im- 
rtant to know how the actual variations in firm-averages compare 
th those which might be expected on the basis of pure chance. 
An analysis of the data discloses a pronounced central tendency in 
distribution of firm-averages for the selected occupations. This is 
indicated by the similarity of the three customary measures of central 
tendeney—average (arithmetic), median and mode or predominating 
value—as shown by Table III. For example, the respective hourly 
values for the combined occupations are 72.7c, 72.38¢ and 70.0c in 1929, 
while in 1927 they are 67.1c, 68.4c and 70.0c. The corresponding weekly 
values are $36.72, $36.94 and $37.50 in the former as against $33.78, 
£33.89 and $33.75 in the latter period.* 
The similarity in the case of individual occupations is shown graph- 
ically by Chart I, with hourly and weekly values shown in the lower 
and upper diagrams respectively. For each occupation, as given at the 
bottom of the chart, the average (a), median (m), and the predominat- 
ing (p) values are given in order, first for 1929 and then for 1927. 
The years are indicated along the base line of the upper diagram. 
Especially noticeable is the similarity between the average and the 
median values in nearly all cases. And part of the greater divergence 
between the average and the predominating values may well arise from 
the inherent difficulty of ascertaining the latter from distributions with 
so few cases. 
Such similarity between the three measures of central tendency sug- 
gests that if the sizes of the samples were larger the distributions of 
firm-averages would be fairly symmetrical. In such distributions there 
is. a very definite pull in the direction of uniformity, and the general 
verage describes the central tendency with a high degree of accuracy. 
This representativeness of the general average as a summary figure 
does not warrant the inference that, on the basis of empirical data, wage 
levels are about the same between firms. Actually there is variation in 
wage levels, and the significance of the general average depends some- 
vhat on the dispersion of individual cases around it. Here two points 


These values are computed from a distribution of firm-averages. 
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co. First, is there evidence of stability in the dispersion of hourly and 
weekly firm-averages as between the two periods? Second, how does 


2 {ual dispersion compare with that which might be expected on the 
Basis of pure chance? 
rg Concerning the first of these points it must be remembered that the 
a ': Maximum number of cases in any period is 49 with only 28 of them 
to both periods being considered. The dispersion in either hour- 
+ or weekly averages is rather similar as between the periods, although 
~: ,.MB), similarity appears to be greater in the case of hourly than of weekly 
»verages. This is shown by Table IV which gives the absolute and rela- 


2! Mv: standard deviation for the individual and the combined occupations 
Tasie IV 


AND ReLaTivE StaNDARD Deviations or Hovurty or Fuii-Tiwe WEEKLY 
FrrM-AVERAGES FOR SPECIFIED OccuPATIONs, 1929 AND 1927 


<f Hourly Weekly 
if Occupations Absolute Relative Absolute Relative eee 


1929 | 1927 | 1929 | 1927 | 1929 | 1927 | 1929 | 1927 


BR ring mill operating 9.6¢ ll .9¢ 12. 1% 15.4% $5.32 ll 71% 13.4% 
Drill press 10.0 | 10.8 | 15.0 | 17.6 | 4.99 | 5.4@ | 14.9 | 17.4 
8 9.3 | 13.3 | 13.1 | 4 5.11 13.0 | 14.1 
4 | 11.0 | 15.3 | 16.2 | 5 6.01 | 15.1 | 18.0 
7 8.2 | 13.9 | 11.6 | 5 3.35 | 14.2 9.2 
1 | 12.7 | 16.8 | 18.0 | 6. 5.52 | 17.4 | 16.3 
5 4 
4 


3 


Screw machine 
Turret lathe 
Combined occupations 


2 3 


12.0 | 13.8 | 17.0 4.37 | 14.0 | 12.4 


£6838 


5 9.6 | 13.1 14.4 5.92 | 13.2 | 17.5 


| 
A 


The relative standard deviation, or coefficient of variation, for hourly 
rages is 13.1 per cent in 1929 and 14.5 per cent in 1927 in the case 
| { the combined occupations, or a difference of only 1.8 per cent. With 
| the individual occupations the differences run from 0.2 per cent in 


engine lathe operating to 8.8 per cent in boring mill operating where the 
cocfficients are 12.1 per cent in 1929 and 15.4 per cent in 1927. On a 
weekly basis the coefficients are 18.2 per cent in 1929 and 17.5 per cent 
Me» 1927, or a difference of 4.8 per cent, while with the individual occupa- 
ons the differences run from 1.1 per cent in engine lathe and screw 
MB machine operating to 2.9 per cent in milling machine operating, with an 
 Xccption in the case of planer operating. 

Even though there is indication of some stability in the degree of dis- 
| & rsion, the actual distributions of firm-averages may or may not ap- 
J i proximate those which might be expected on the basis of pure chance. 


On such a basis about 66.6 per cent of the cases fall within a central 
range equivalent to one standard deviation either side of the general 


| 
| 
T 
| 
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average and about 99 per cent of the cases fall within a range equiv: 
lent to three standard deviations plus and minus.® 

Applying the first of these tests, it appears from Table V that ; 
most instances the actual dispersion is no greater than, if as great a; 
might be expected. With the combined occupations there are betwee 
71.4 and 74.4 per cent of the cases falling within the central rap 
and, while the proportions vary for the individual occupations, the 
are generally between 64 and 74 per cent.® Thus it appears that the 
concentration of cases within this range is either close to, or greate 
than, one might have expected from the operation of pure chance, 

However, as between the periods, the dispersion in hourly averag 
seems to be greater in 1929 than in 1927. In five of the seven occupations 


TABLE V 


PercentaGe or Hourty or Furi-Time Firm-Averaces Fa.ine 
Rance EquIvaALENt To ONE STANDARD DeEviATION ErrHer SIDE OF THE GENERAL 


AVERAGE IN SPECIFIED OccuPATions, 1929 anD 1927 
Hourly firm-averages Full-time weekly firm-averages 
Occupations (per cent) (per cent) : 

1929 | 1927 1929 1997 
Boring mill operating 48.1 68.0 80.7 6.4 
Drill press 7 66.7 64.5 72.2 66.6 
Engine lathe . 73.8 80.0 69.0 68.5 
Milling machine “ 60.0 69.0 75.0 60.7 
Planer ” 65.4 82.4 61.5 68.7 
Screw machine “ 74.1 68.4 65.3 70.5 
Turret lathe 66.6 70.8 58.6 70.8 
Combined occupations 71.4 74.4 73.5 72.1 


the proportion of cases falling within this central range is greater in 
the former than in the latter year. This might be explained on the basis 
of increased competition for labor arising out of more active busines 
among metal manufacturing establishments. The index of activity in 
the metal working industry, as computed by the American Machinist; 
stood about 25 points higher in October, 1929, than in April, 192%, 
having increased from about 110 to about 135. But if Philadelphia 
firms experienced a somewhat comparable increase in business, as there 
is reason to suspect they did, the increased employment in 97 identical 
machine shops and foundries in this market was only about 38.5 per cent, 
or an increase from 36,557 to 87,872. And when the dispersion of week- 


®’The number of cases available for analysis does not warrant an extended 
analysis of dispersion 
*In only 4 of the 28 comparisons for individual occupations do less than 64 pe 
cent of the cases fall within this central range. 
™McGraw Hill Co., November 21, 1929, p. 876a. 1923-25 equals 100 in computation 
of index. 
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Jecem 


_ayerages is examined, there does not appear to be a pull in the direc- 


“on of greater dispersion, similar to that with the hourly averages. 


that ; ™ e occupations the percentage of cases falling within the central 
is greater and in three others it is smaller, while in still another 


i 


> 


4 j ingé 
tg js about the same in 1929 as in 1927, Increased dispersion might occur 
l ranged 01 base but not on the other by virtue of changes in the distribution 
ns, the f normal time; and, while the average normal time is about the same 
that {heme both periods, the distributions are not identical. Consequently there 


f; some uncertainty as to whether the increased dispersion in hourly 


‘e verages in 1929 reflects the influence of increased business activity or 
VeragedmmcrclY a somewhat different distribution of normal time. 
ations When the second test of dispersion is applied, it is found that not 
only about 99 per cent of the cases fall within a range equivalent to 
WITRIX Taste VI 
By Wuicn THE RANGE EquivALeENt To Srx Times THE STANDARD DEVIATION 
ExcreDs THE AcTUAL RANGE oF AND oF WEEKLY Firu- 
AVERAGES IN SPECIFIED OccuPaTIoNns, 1929 1927 
Vera ges 
Hourly firm-averages Full-time weekly firm-averages 
Oceuy ations 
27 1929 1927 1929 1927 
8.4 Boring mill operating | 21.1¢ 33.2¢ $4.18 $8.46 
6.6 Drill press s 20.8 21.9 5.47 7.82 
8.5 Enginelathe * 7.9 6.0 5.10 9.43 
0.7 Milling machine “ 23.5 14.3 9.60 11.24 
8.7 Planer a“ 22.4 7.4 16.65 7.08 
0.5 Screw machine 20.3 29.4 12.96 12.15 
0.8 Turret lathe 20.0 17.4 11.79 7.50 
2.1 Combined occupations | 06 | 10.8 | 5.74 | 13.82 
ater inf three standard deviations plus and minus, but rather all the cases fall 


e basis MM within this range by a considerable margin. In other words, the extreme 
usiness MMB variations are less than might be expected by pure chance. Table VI 
vity inf shows the amounts by which the expected range for 99 per cent of the 
hinist,’ HMM cases exceeds the actual range for all the cases. Between the highest and 
1927, MB lowest firm-averages for the combined occupations there is a spread of 
lelphia MM about 47¢ on an hourly basis each year, and this is about 1lc (10.6 in 
s there E1929 and 10.8 in 1927) less than the spread in a normal distribution. 
entical MM On a weekly basis the actual dispersion is about $13.82 less in 1927 and 
dene $5.74 less in 1929 than might be expected. With the individual occupa- 
week MMM tions the margins vary from 6.0c to 33c on an hourly and from $5.10 
xtended HR to $16.65 on a weekly basis, as shown by Table VI. 


64 per Several conclusions seem warranted at this point. On the basis of 
pe 


aialies “See “The Relation between Normal Working Time and Hourly and Weekly 
Rates,” by the present author in the Quarterly Journal of Economics, May, 1929. 
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_irical data wage levels of firms in the selected occupations are not 
ce or even approximately so. The existence of variation here is 
wurprising in view of the fact that the nature of the work performed 
jer any occupational classification is not identical in all instances. 
‘ader such circumstances it is important to know whether or not there 
., distinet central tendency in the distribution of wage levels and, if 
whether or not such tendency is described fairly accurately by a 
natal average. It appears that on the basis of both hourly and full- 
me weekly figures in both years there is evidence of central tendencies 
' the distributions of wage levels, and these tendencies are usually fairly 
a described by a general average. Moreover, if one can assume that 
rations in the type of work performed are distributed around a norm 
on the basis of pure chance, then the variations in wage levels are usually 
yo greater than, and in some instances even less than, might be at- 
‘buted to variations in the nature of the work performed. But whether 
»: not there is actually a high degree of correlation between differences 
» wage levels and differences in the content of occupations cannot be 
snswered from the available data. 


Ill 
] 


Several further points may be noted concerning the wage levels of 


First, even though there are some indications of fairly symmetrical 
(stributions in both hourly and weekly firm-averages it does not follow 
‘hat the firms hold the same position or rank in relation to other firms 
om both bases. This arises in part from differences between firms in the 
number of hours constituting the normal week. Among the reporting 
is the full-time week varies from 44 to 55 hours, a difference of 
it 11 hours. The firms with a higher hourly than weekly rank tend 

ve a shorter normal week than the firms with a higher weekly than 
rly rank. Most of the firms in the former group have a week of less 

50 hours, while those in the latter group have a week of more than 
hours and in some instances more than 52 hours. 

However, there are some firms with about the same hourly and weekly 
uk even though there are differences in their normal time. These in- 
“ances are nearly all at one of the extremes of the distribution; and it 

id seem that some circumstances are more influential than variations 

i normal time in influencing their rank. 


\ second point to be considered, and one which throws some light on 
low hourly and weekly rank of some firms, is the size of the firms, 
‘lation to their wage levels. There is a conspicuous concentration 


"sell firms with low hourly and weekly rank in both 1927 and 1929. 
‘his is shown by Chart II in which the width of each dash represents 
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the approximate size of the firm (measured in terms of the number of 
nen reported in the selected occupations) while the height of the dash 
‘com the base line shows the hourly or weekly average, as the case may 
be, for the firm. It will be noted that some small firms have very high 
wage levels, such as firm number 710, but there is no concentration of 
wich firms at any other point in the distributions other than at the 
lower limits. 

From this same chart it may be observed that, especially in 1929, 
large firms are prominent among those with high wage levels, both hourly 
wal weekly. For example, firm number 52, with close to 300 men, has 
the seventh highest rank on both bases in this year. 

Some objection may be raised to the significance of an average for a 
frm having less than 10 men and, hence, to associating small firms with 
low wage levels. Admitting the weakness of averages based on small 
numbers, two points may be observed in justification of their use in 
this connection. First, it is unlikely that errors would cause such a 
concentration of low averages, both hourly and weekly in both 1927 and 
1929. Then, for the small firms reporting in both years their rank is 
about the same in both periods; notice, for example, firm 604 at the 
lower extreme and firm 710 at the upper. 

The third and final observation concerning wage levels is that while 
hourly and weekly rank of firms differs in most cases at a given period of 

, there is a tendency for firms to hold about the same hourly or 
about the same weekly rank in 1929 as in 1927. However, the tendency 
to stability in rank is more noticeable on a weekly than on an hourly 
basis. This is shown by Chart III which gives the rank correlation for 
the two periods on each basis, the hourly basis being shown by the left, 
ind the weekly by the right, diagram. In each diagram the 28 identical 
firms reporting in both periods are ranked in ascending order of their 

verages; rank in 1927 is shown along the horizontal and 1929 rank 
long the vertical axis. If a firm has an identical rank in both periods 
‘s code number will appear in the appropriate block of the series run- 
ning diagonally across the appropriate diagram. But since an identical 
rank is largely accidental, for the reason that differences between suc- 
cessive averages are often very small, more significance may well be at- 
‘ached to the firms with approximately the same rank in both periods. 
Allowanee for variation in rank is made within the diagonal range 
bounded by the heavy lines, and any firm whose code number appears 
within this range will be said to have about the same rank in both 1927 
and 1929. Examination of this chart shows that on a weekly basis 15, 
or 58 per cent, of the firms have about the same rank, while only 11, 
or 89 per cent, have about the same hourly rank. This suggests a fairly 
high degree of stability in rank on the part of individual firms, especial- 
von a weekly basis. 


Crane 


634 H. La Rue Frain [ Decembe: 1931 

However, such stability does not mean that wage levels for these have 
firms remained stat ionary, for such was not the case. The general aver- these 
age for full-time weekly earnings was 5.5 per cent higher in 1929 than ip ' Se 
1927, and the experience of 8 firms coincided in direction with the gen- wag 
eral movement while that of the other 6 firms was in the opposite direc. hen 
tion. ‘hese changes varied in degree: increases ranged from 2.2 to 137 also 
per cent and decreases from 0.2 to 9.2 per cent. Such variations ar tte 
consistent with stability in rank for two reasons. First, allowance has prot 
been made for some shifting of firms as indicated by the diagonal range Sece 
of the chart. Second, when relatively large gaps exist between the ayer- nd 
ages of two successive firms at one time there may be some decline jp per 


the higher, or some increase in the lower, average, or both, at a subse- 
quent period of time, without altering the rank of either firm. In the 
main, the percentage changes cluster around the general figure; and 
this suggests that adjustments were being made in relation to improved 
business conditions. 

Among the firms which had not substantially the same rank in both 
periods there was also variation in direction and in degree of change 
in wage levels. On an hourly basis the firms were about evenly divided 
above and below the diagonal range, while on a weekly basis more firms 
were above than below this range, the latter indicating a predominating 
pull upward between 1927 and 1929. Table VII gives a frequency dis- 
tribution of the percentage changes in full-time weekly earnings for all 
28 firms and shows the maximum increases were between 35.0 and 39.9c, 
while the largest decrease was between 15.0 and 19.9 per cent. This de 
crease appears to be related to a marked reduction in normal hours per 
week. And another of the reductions occurred in a high-wage firm when 
it was decided that production had not responded sufficiently for such 
high wages to be continued. One of the maximum increases occurred in a 
small low-wage firm, but the other occurred in one of the largest firms. 
This large firm experienced defective managerial control of work under 


ar 

an incentive method of wage payment in 1927, but by 1929 the condi- of 
tion had been corrected with the result that the wage level of the firm we 
increased very noticeably. th 
These specific illustrations deal with only a few of the numerous 
influences which might well have caused changes in the rank of firms in 
even though there had not been any general change in business condi- 0 
tions. But, if more were known as to the business conditions of indi ce 
vidual firms, it is probable that some of this shifting could be explaine( e! 
as reflecting the relation of particular firms to the general trend in bus: D 


ness. Those experiencing marked increases in business may well bid 
higher for labor than those not so badly in need of it. while firms not 
sharing in the general increase may not have increased wages and may 
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have even reduced them as a means of curtailing their labor force in 
these occupations. 

Several conclusions seem to arise from the foregoing analysis. First, 
wage levels among firms are not uniform or even approximately so, al- 
though there are distinct indications of a central tendency. There are 
also indications that if the samples were larger there would be fairly 
symmetrical distributions of both hourly and weekly firm-averages, with 
probably even less dispersion than might be expected by pure chance. 
Second, the position or rank of all firms is not the same on both hourly 
and weekly bases at a given period of time. Variation in normal time 
per week among firms is an important factor here, although this same 


Taste VIT 


Frequency DistTRIBUTION OF PERCENTAGE CHANGES IN WEEKLY 
Waces or Firms 


(1927 used as base) 


Number of firms 
Percentage change 
Increases Decreases 
0 —4.9 8 6 
5.0 9.9 6 2 
10.0 14.9 4 1 
15.0 19.9 1 
20.0 24.9 2 
25.0 29.9 1 
30.0 34.9 
35.0 39.9 2 
Total 18 10 


variation exists among the firms which have about the same hourly and 
weekly rank. But these latter firms tend to be those with extremely low 
or extremely high wage levels. Small firms are particularly conspicuous 
am nong those with low wage levels, while large firms, especially in 1929, 
are prominent among those with high rank. Third, as between periods 
of time, there appears to be considerable stability in the hourly and 
weekly rank of firms, although the tendency is stronger on a weekly 
than on an hourly basis. However, even among these firms with about 
the same rank there is variation in the direction and degree of change 
in their wage levels as between 1927 and 1929. While the general level 
of full-time weekly earnings for all machine tool operators was 5.5 per 
cent higher in 1929 than in 1927, only about two-thirds of all the firms 
xperienced increases, the others having declines. For slightly over 50 
per cent of the firms the percentage changes varied from declines of less 


than 5 per cent to increases of less than 10 per cent. 


H. La Rve Frary 


University of Pennsylvania 
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PROFITS AND THE SIZE OF FIRM IN THE AUTOMOBIIE 
INDUSTRY, 1919-27* 


Between 1919 and 1927, there were sixteen automobile manufacturing companies 
which engaged continuously in business, participated in no important mergers, and 
published financial reports for all years of the period. These sixteen concerns ar 
investigated in order to ascertain the relationships between size of invested capital, 
rate of net profits to capital, stability of this rate from year to year. Little evidence 
is found to indicate that large invested capitals and high earnings rates accompany 
one another, or that large capitals and high stability of earnings are associated, Syp. 
stantial correlation is, however, seen to exist between high earnings rates and rela. 
tively stable earnings rates from year to year. Probably the reason for the absence 


of any general correspondence between the size of firm and its rate of earning; 
lies in the fact that in the automobile industry no competitive prices, in any orthodox 
economic sense, can be said to prevail. Yet the industry is beyond question one ip 
which the keenest of competition exists between producers. What holds true here 


in these respects is typical of other industries which make specialized consumers’ 
goods also; but to ascertain whether similar relationships between size, earming 
power and stability of profits are generally characteristic of such other industries 
requires further data. 


I 


In spite of the many inductive materials by which economic science 
has been enriched during the years which have elapsed since the Great 
War, insufficient data have been developed as yet in connection with the 
question of profits. We know especially little concerning the relation 
between the size of a business unit and its effectiveness, either in terms 
of physical efficiency or profit-making capacity. What studies have 
been published upon this point treat principally of the return upon 
sales rather than investment;’ or, if they embrace industry at large, 
include too small a number of firms within each industry or group to 
permit of sufficiently definite conclusions being drawn about the earn- 
ings of small firms as compared with large.® This situation exists because 
of the manifold difficulties ordinarily involved in obtaining comprehensive 
data for most industries. Where published reports are not available, 
figures upon earnings and invested capital are almost impossible to ol; 
tain. To collect them for an entire industry is usually impossible, while 
in many branches of trade or manufacture, even adequate samples are 

11 am indebted to Miss Florence M. Clark, formerly of the University of Buffalo, 
and to Professor W. L. Crum, of Harvard University, for aid and suggestions in 
connection with this study 

*F.g., The clothing industry studies of Professor Horace Secrist, of the North- 
western University Bureau of Business Research, or those of the Harvard Univer- 
sity Bureau of Business Research in various fields of retail trade. 

*See ¢.g., Laurence H. Sloan, Corporation Profits (1929). Briefer studies have 
been made elsewhere, but covering limited periods. W. L. Crum’s recent work, Cor 
porate Earning Power (1929), deals with comprehensive data for industry en masté, 
but contains no figures for the individual firm. The present writer’s paper, “Industrial 
Profits in 1917” (Quarterly Journal of Economics, February, 1925) contains data 
pertaining only to that year 
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jdom available. It is the exceptional industry, apart from the regu- 
sted fields such as public utilities, which can be studied at all compre- 


anies JM.,sively in these respects by the economic investigator. 
The present paper presents the results of an analysis of the rate of 
are 


,nings, the stability of earnings, and the size of firms, with reasonable 


lence ompleteness for one such industry—automobile manufacturing—over 

a he period 1919-27. By virtue of the fact that the number of companies 

rela ngaged in the motor manufacturing field has been small in comparison 

ence +h other fields, and because nearly two-thirds of these companies have 

wi ‘recent years come to be publicly owned and have therefore published 
0 . . 

ie in nnual reports, financial data for the motor industry are now available 

here or this purpose. 

ners’ 

ning II 

tries 


The sixteen corporations included in this study, for all of which con- 
‘uous series of data are to be had up through the year 1927, possessed 
in that year over 99 per cent of the total capital invested in motor 
ehicle manufacture and made over 95 per cent of the total number of 
assenger automobiles produced. The total number of companies en- 
aged in the entire passenger car manufacturing business during the 
period in question ranged from 89 in 1921 to 88 in 1927. It averaged 
68 per year. Thus the 16 concerns here under discussion comprise 
around 25 per cent of the total number of establishments for the period, 
and somewhat over 40 per cent of the number for 1927.* In several 
cases, firms not included in the present study have published reports, 
but not for any considerable portion of the period under survey. In 
other instances, firms either were merged or failed during the period. No 
such concerns are here included. Every company for which data are 
presented maintained a continuous corporate existence throughout the 
nine-year period.® This is the reason the data are carried only through 


ob- 
bi year 1927; in 1928 and 1929, several of the companies included 
were consolidated. 
are 

lo sum up, and to restate the extent to which the figures here pre- 
alo, sented are representative of the industry: the data are not only con- 
= ‘inuous, but include both large and small concerns (a capital of even 
= ‘There were more than 68 companies engaged, on an average, in motor vehicle 
. manufacture (cars and trucks both) during 1919-1927, but the aggregate investment 
nave 0: the numerous concerns which make trucks alone is small in comparison with that 
in of the passenger car firms here included. Some of the latter make trucks also; but 
“od to Segregation of the capital devoted to the one activity or the other can well be 
ial made, For the most of the concerns, the volume of truck production and sales is 


‘ar smaller than that of passenger cars. 

Or for as many years as data are here presented in the tables; in one or two 
cases, the period is seven or eight years instead of nine. 
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638 Ralph C. Epstein 1931 
$5,000,000 is small for motor manufacture), the investments of whim $5.0 
average 85 per cent of the industry’s total capital throughout + $3,0( 
period, and the total passenger car production of which amounted ; In 
over 90 per cent of the industry’s aggregate output during the years 0! 0" 
in question. in 0 
III medi 
Three different sets of facts will be presented in the tables and tey bet 
of the discussion: first, the relationship between the size of firm anj om| 
. 
the rate of earnings; second, that between the size of firm and the st oar 
bility of earnings; third, that between the rate of earnings and th veal 
stability of earnings. Enough will be said in the discussion to indicate ; ji 
the nature and meaning of the figures, but for the reader who wishes , T 
precise statistical description of these terms at the outset, a footnote}; in 0 
here appended. half 
Take first the question, do the largest firms earn the highest rates of MM 1 
profit? In this industry the answer is, by no means. The sixteen firm; apt 
under discussion range, in point of invested capital in 1919, from about the 
* Size of firm is expressed in terms of invested capital. This is the computed net (wt 
worth, plus bonded debt if any, minus the sum of all good-will, patents, trademarks cor 
or other intangibles of like character, as shown by the balance sheet. I am awar Ta 
that, from several important points of view, bonded debt might not be regarded as a 
part of “invested capital”; but for the purpose here in hand—the comparison of up 
sizes of plants or enterprises—its inclusion seems clearly necessary, or else mere 
differences in capital structure might result in misleading classifications as to siz to 
of establishment. Earnings are net profits, before charges if bonded debt exists, and - 
before federal taxes. The rate of earnings is the percentage of such earnings to in- 2 
vested capital. Stability of earnings, over a time period, is measured by the extent to sal 
which, on an average, the rate of earnings of a firm departs in various years from th 


its mean level, extreme variations being emphasized by taking not the simple arithme- 

tic deviations but their squares—in the language of statistics, the “standard” or 

“root-mean-square deviation.” This standard deviation is then expressed as a multiple 

(or fraction) of the mean earnings figure. That is, stability of earnings is the c- 

efficient of variation based upon the standard deviation of the series. 
*The sixteen companies are the following: 


Auburn Jordan st 
Chrysler Nash T 
Dodge Packard 

Ford Peerless 

Franklin Pierce-Arrow 0 
General Motors Reo ‘| 
Hudson Studebaker 

Hupp Willys-Overland 


They will not be designated by name in the text, nor in the tables other than by 
numbers, which rank them according to the size of invested capital. It will be 
possible, however, for the interested reader possessing some familiarity with cor. 
poration reports to identify the companies and to reconstruct any particular set 0 
figures should he desire to go to the necessary trouble, as none of the data employed 
in these computations have been compiled from any sources other than printed 
reports or published works. 
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35,000,000 to about $800,000,000. In 1927 the range is from about 
33,000,000 to about $775,000,000. 

In no year of the period did the largest* concern (always a company 
of over $300, 000,000 capital) earn the highest rate of profits. Indeed, 
n only five out of the nine years did its earnings stand above the 
median rate. Much the same is true of the second largest company in 
each year’s reckoning; in only two of the nine years was it second or 
etter in earnings also, although in nearly all years the second largest 
company earned about the median rate. On the other hand, in only two 
years Was the smallest concern lowest in rate of earnings. In nearly all 
years, the firm enjoying the highest return of all is one which, in point 
of invested capital, stands at or fairly near the median size. 

In fact, if the several firms be ranked in order of size, and their ranks 

in order of rate of earnings be then aligned in a parallel column, for 
half of the years the correlation between the two sets of ranks is either 
»i] or actually inverse. In the years where positive rank correlations do 
appear, the coefficients are, on the whole, rather low. The situations for 
the years 1920 (where the correlation is actually inverse) and 1927 
(where it is the highest) are shown in Table 1. The coefficients of rank 
sakes for these and similar series for other years are shown in 
Table 2. They range, it will be observed, from —.89 to +.51, on a scale 
in which 1.0 would equal a perfect correspondence of ranks. 
But it may be argued that in any one year a large firm may well fail 
to earn profits at as high a rate as a smaller one, and that what is 
needed to throw light on the question is an average of earnings for the 
same firms over a period. Such a figure has been obtained by summating 
the earnings of each firm for the entire nine-year period, summating its 
capital invested figures for the nine years also, and computing the ratio 
between the two totals.* The results, ranking the invested capital figures 
for each corporation and also its earnings rate for the period, are shown 
n Table 8. The firm that is largest, on an average during the period, 
stands only fifth in earnings. The second largest company stands eighth. 
The third largest company stands ninth. 

The three firms which show the highest earnings stand seventh, eighth 
or ninth in point of size, or at about the median capital invested figure. 
The rank correlation coefficient for the series is but +.38. 


*“Largest” in that year (i.e, in one year the largest company might, of course, 
be a different concern than in another year). 

*This method gives, of course, a weighted average for the nine years as regards 
»solute magnitudes of income and investment; but to determine the average invest- 
went for the period in this way without weighting the income figures to be related 
‘o it would be incorrect; while no other good method of ascertaining average in- 
vestment seemed feasible. 
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TABLE 1 
Auto Compantes RANKED By S1zE oF CAPITAL AND 
oF EARNINGS UPON CAPITAL 
1920 
(1) (2 (3) (4) : 
Actual size, 
Rank of companies in capital Rank of companies Actual rate 
in size 000,000 omitted) in earnings rate of earnings 
Company 1 $425 10 11.6 
9 202 5 23.3 — 
3 83 7 14.7 
4 82 14 —18.9 im) 
5 64 4 28.8 he 
6 48 8 13.1 is 
7 20 11 11.0 as 
8 18 1 89.9 T! 
9 17 2 38.2 
10 12 12 9.9 en 
11 10 13 8.5 
12 10 9 12.7 
13 8 3 $2.4 
14 2 6 22.0 
Coefficient of rat relation:! — .89 
_1927 
(1) (2 (3) (4) 
Actual size, 
Rank of companies in capital Rank of companies Actual rate 
in size 000,000 omitted) | in earnings rate of earnings @ 
Company 1 $789 2 34.7 
2 686 14 —7.0 
3 108 6 15.0 
+ 103 9 13.0 
5 69 3 33.1 
6 60 10 12.1 
7 55 4 80.5 
8 53 1 48.7 
9 53 5 25.1 
10 31 11 11.5 
11 23 8 13.7 
12 21 13 —3.8 
13 12 12 1.5 
14 10 7 14.4 
15 9 15 — 7.9 
16 16 —650.7 
Coefficient of rank correlation: + .51 
1 1— = 
n(n? — 1 
It must, however, be remarked that these coefficients are subject to 
more than the usual amount of qualification pertaining to correlation 
figures, and should not in themselves be taken too seriously.” Of more 
* They may, indeed, be partly spurious. The two variables just correlated are 4 
ratio—the ratio of earnings to invested capital—and the denominator of that ratio 
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TABLE 2 


CoEFFICIENTS OF Rank CoRRELATION FoR Size or Caprrat AND Rate or 
Earnincs OF AUTOMOBILE CoMPANIES 1919-27 


Year Coefficient | Year Coefficient 
1919 -06 1924 .39 
1920 — .89 1925 .18 
1921 — .99 1926 .40 
1922 .02 1927 
1923 .34 


importance than the precise correlation coefficient of +.88 itself are 
the actual details of Table 3, showing exactly what the situation was 
as regards size and the rate of earnings for the ten years in question. 
That the first firm in point of size stood only fifth in earnings over this 
entire period, that the second and third firms in size stood only eighth 


TABLE 3 


SrxteEN AUTOMOBILE CoMPANIES RANKED BY S1zE or CAPITAL AND 
or EARNINGS DURING THE Pertop 1919-27 as A WHOLE 


(1) (2) (3) (4) (5) 
Total of annual 
Rank of capital invest- | Average annual Rank of Average 
companies ment figures investment companies rate of 
in size for period during period in earnings earnings 
(000,000 omitted) | (000,000 omitted) rate 

Company 1 $4,344 $483 5 20.5 
2 3,802 422 8 18.1 

3 875 97 9 16.0 

4 691 77 4 22.8 

5 613 68 16 —4.7 

6 420 47 10 15.4 

7 385 43 3 26.3 

8 264 29 1 39.8 

9 244 27 2 30.4 

10 199 22 6 18.6 

11 166 18 15 1.2 

12 126 14 7 18.3 

13 105 12 12 7.4 

14 87 10 14 $.1 

15 28 3 ll 14.4 

16 22 2 13 6.4 


Coefficient of rank correlation: + .38 


Coefficient of rank correlation, if fourth and fourteenth items are omitted from series: 
+29 


In those cases where the average (aggregate or weighted) value of the ratio hap- 
pens to equal the average (unweighted) value of the individual numerators-divided- 
by-the-denominators, the correlation coefficient will, by algebraic necessity, be zero. 
Professor William L. Crum, who has pointed this out to me, offers the following 
proof (pertaining to the Pearsonian coefficient of correlation, rather than the coef- 
ficient of rank correlation) : 

“We let E be earnings; C be the capital invested; and P be the ratio of earnings 
to capital invested. We shall use small letters to designate the deviations of these 
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and ninth in earnings, these facts are far more illuminating bits of ip. 
formation—in a short series of figures such as this—than to know that 
the coefficient of rank correlation is “something-point-something” or 
other.” 


several variables from their respective arithmetic averages, and we shall use these 
letters with the superscript — to designate the arithmetic average values. The Pear. 
sonian coefficient of correlation is then given by 


r=— 
and by substituting the following values of 
c=C—C, p=P-—P 
for the deviations as they appear in this formula, we get 
(C—0)(P—P) 


and this becomes, on multiplication term-wise, 


= {> 
Noo 
which readily reduces to 
= E—NCP—NPC+NPC} 
Noo 


and by cancellation finally to the simple form 


“It will be noted that this final form, besides having the two standard deviations 
in its denominator, depends only upon the arithmetic average values for earnings, 
capital invested, and the ratio. In case the average value of the ratio is equal exactly 
to the ratio of the average values of earnings and capital, the correlation coefficient 
is obviously 0. For all instances in which the average value of the ratio is nearly 
this value, the correlation coefficient will be nearly 0. It may therefore be said that 
cases in which the correlation coefficient will have any significant value different from 
0 will appear only when the arithmetic average of all the ratios (unweighted aver- 
age) is distinctly different from the ratio of the average earnings to the average 
capital, in other words, from the weighted average of the ratios in which the weights 
are taken as the several values of the capitalization.” 

In the present instance, the average weighted value of the ratio in question is 
18.1 per cent, while the average unweighted value is 15.9 per cent. To check further 


upon this point, a correlation was run between, not earnings and capital invested, 
but earnings and the physical numbers of passenger cars produced by each firm 
during the nine-year period. For this result, see the footnote below (note 11). 

" This can be readily demonstrated by omitting just one or two items from both 


series of variables correlated, and running the correlation over, using the slightly 
smaller series. If the series in Table 3 is shortened so as to omit the fourth and the 
fourteenth largest firms (which chance to stand fourth and fourteenth in earnings 
rates also), then the coefficient of rank correlation is changed from +.88 to +.29. 
Similarly, if physical production figures (number of passenger cars, as suggested 
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IV 


The second question concerns the relation between the size of the 
corporate unit and its stability of earnings. Is it true that the earnings 
of the larger firms, whether they average a comparatively high or low 
rate, fluctuate less from year to year than do those of the smaller 
enterprises? 

Again the answer is in the negative. The firm which had the largest 
average invested capital for the nine-year period earned average annual 
profits of 20.5 per cent upon its investment. But its actual yearly earn- 
ings rates fluctuated more severely than those for half of all the com- 
panies here included. It stood only ninth in stability, the annual de- 
parture from its mean rate of earnings averaging 71 per cent of that 
rate? Of the second largest firm about the same thing is true; its an- 
nual earnings rates averaged a variation of 86 per cent of its mean 
earnings rate for the period. 

The firm showing the greatest stability of earnings is the third larg- 
est corporation; that standing the second in stability is the eighth 
largest corporation; and that ranking third in stability is only tenth 
largest in size. The detailed list is given in Table 4. 

To summarize this set of figures, the coefficient of rank correlation 
for all sixteen concerns when aligned by size of capital and by stability 
of earnings is only +.86. With the small number of instances here com- 
prising the total field, and with such striking illustrations as have been 
cited of the inverse relationship between size and stability existing in 
individual cases, such a degree of correlation does not enable one to 
posit any strong general connection between size and stability of profits. 


The third question is that of the relation, not between the size of 
the corporation and its rate or stability of earnings, but between rate 
and stability themselves. 

In this case there is found, generally speaking, a measure of corre- 


above in note 10) are correlated with the rates of earnings of these sixteen firms for 
the nine-year period, the coefficient derived is +.51; but when two pairs of items 
which chance to correlate perfectly are here omitted (the tenth and twelfth largest 
firms) this coefficient falls to +.89. Here, of course, there is involved no correlation 
between the numerator and denominator of a ratio; thus the lowness of the latter 
coefficient cannot be ascribed either to mere algebraic or to accidental circumstance. 

* Again in the terminology of statistics, this company’s arithmetic mean earnings 
rate is 20.5 per cent; its standard deviation, 12.6 per cent, and its coefficient of varia- 
tion based upon that measure of dispersion, 0.71. In this analysis of stability, the co- 


eficients of variation are of course reversed—a low coefficient indicates high stability, 
and vice versa. 


| 

of in- 
that 
or 

these 
Pear. 


644 Ralph C. Epsteim [ December 


spondence: high earnings and relatively stable earnings on the whole 
accompany each other.’ The concern which is first in its earnings rate 
is second in stability. The one which is fourth in earnings is fifth in 
stability; the one twelfth in earnings stands twelfth in stability; the 
one which ranks sixteenth in earnings also ranks sixteenth in stability, 
While such instances of practically perfect correspondence do not per- 
vade the list, they are especially numerous throughout its lower half; 
the firms which stand ninth or lower in stability of earnings also stand, 
with but one exception, ninth or lower in their rates of earnings. Sum- 
ming up, the two columns representing stability of earnings and rate 


TABLE 4 


SrxTEEN AUTOMOBILE CoMPANIES RANKED BY S1zkE or CAPITAL 
AND STABILITY OF EARNINGS 


(1 (2) (3) 
Rank of companies | Rank in Coefficient of 
by size stability variation 
Company 1 9 -71 
2 10 .86 
3 1 .16 
4 5 -52 
5 16 7.37 
6 8 -70 
7 6 -55 
8 2 -29 
9 (4 57 
10 3 -47 
11 13 2.18 
12 4 .49 
13 12 1.39 
14 15 3.70 
15 11 1.01 
16 14 3.52 


Coefficient of rank correlation: + .36 


of earnings for the entire list of firms show a rank correlation of +.76. 
The detailed list appears in Table 5. 


VI 


The data having been presented, two questions may now be asked. 
What are the reasons for the absence of any high correlation between 
either size and rate of earnings, or between size and stability; but for 
the presence of a substantial correlation in the case of stability of 


earnings and rate of earnings? And to what extent may the facts dis- 

*There is one conspicuous exception—the company which evidences the very 
highest degree of stability stands only ninth in earnings. This is a well managed com- 
pany which has on the whole followed conservative management policies during the 
period in question; it has been amply financed; and, contrary to the general rule, it 
experienced a good year in 1921. 
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covered to obtain in automobile manufacture be characteristic of other 
industries as well? 

No complete answer can be given to either question, but several ob- 
servations may be essayed. Doubtless so little correlation between size 
and earning power here exists because the march of technical progress, 
as well as changes in fashion, takes place in the automobile industry 
rapidly and continuously. The rate of such changes and the manner in 
which their relative emphasis occurs—whether in mechanical designs or 
in the matter of style—have varied throughout the industry’s history," 
but it has always been possible for the alert though relatively small 
producer to compete vigorously with the giant firm. The case would be 
different were both firms selling the same article; that is, marketing a 


TABLE 5 


SrxTeEEN AUTOMOBILE CoMPANIES RANKED By Rate or Earntncs 
AND STABILITY OF EARNINGS 


(1) (2) (1) (2) 

tank of companies in| Rank in stability Rank of companiesin| Rank in stability 
rate of earnings of earnings rate of earnings of earnings 

Company 1 2 Company 9 1 

2 7 10 8 

3 6 ll ll 

4 5 12 12 

5 9 13 14 

6 3 14 15 

7 4 15 13 

8 10 16 16 


Coefficient of rank correlation: + .76 


semi-staple product. But automobiles have never been standardized as 
between different makes of cars; both mechanical design and appearance 
vary from one make to another. Thus no exact competitive market 
price, in the orthodox economic sense, is ever established—no price at 
which the different producers must all sell or leave the market. In a 
situation where each producer possesses, in a sense, a monopoly of his 
particular article, the ordinarily accepted advantages of size (enlarged 
buying power, lower factory overhead costs per unit of product) do 
not count so much as is commonly assumed. At least they are not de- 
cisive. Within relatively broad limits, a producer may set his own price, 
and obtain it, provided that his product incorporates some new feature 
or combination of features (mechanical, artistic, or both) which ap- 
peals to the public. 


“See, for details, Chapters III and IV of the writer’s book, The Automobile 
Industry; Its Economie and Commercial Development (1928). Cf. also section 2 of 
Chapter VIII upon combination and monopoly in the industry’s history. 
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It is probably for this same reason that size and stability of earnin 
power are not at all highly correlated. The relatively small automobile 
firm may encounter temporary vicissitude, but should its engineers and 
designers strike some new note in motor performance or body style, it 
may enjoy a number of years of uninterrupted prosperity. A large firm 
may experience a drastic falling off in earnings because it fails to keep 
in the vanguard of new developments or, for the opposite reason, because 
it adopts some too radical design of either body or chassis. While it js 
true that the large firm can maintain more elaborate experimental 
laboratories than the small, it does not follow that the capacity for 
profitable decision as to what changes to make in the product, and the 
time at which to inaugurate them, are in any way the peculiar property 
of the large corporation. The very fact that the enterprise is large may 
sometimes even hamper the initiation of these alterations in product and 
policy. In other words “progressiveness,” or what passes for it, in such 
an industry is not necessarily a function of size. 

To the extent that other industries possess the characteristics of auto- 
mobile manufacture—the production of a branded, non-staple product, 
subject to a fairly continuous change in specification and not selling 
at a standardized price—then to that extent there probably exists only 
a slight correlation between size of capital and earning power, and 
probably, also, between the size of capital and the stability of earnings. 
Whether or not this general situation really would be found to exist 
were adequate data for a number of different industries at hand, is, of 
course, impossible to say. But one thing is certain: the range of “com- 
petitive” industries, in which the absence of a “competitive price” (in 
the sense in which that term is still used in most economics textbooks) 
is the rule rather than the exception, is far wider than is ordinarily 
imagined.** Not merely automobiles, but electric refrigerators, vacuum 
cleaners, radio sets, washing machines, cigarette lighters, household ap- 
pliances and personal accessories of all sorts, are fields in which the pro- 
ducer has a wide choice as to what unique set of specifications will be 
presented to the consumer, and hence as to the price at which the article 
will be offered.** And where the capacity for innovation in product, in- 


* Professor Edward H. Chamberlin’s forthcoming book, The Theory of Monopo- 
listic Competition (to be published by the Harvard University Press), indeed takes 
the position that except for such staple products as are dealt in upon the produce 
exchanges, every producer of every article does enjoy a monopoly of one sort or 
another, and analyzes in detail the significance of this concept for the general theory 
of value. 

* It may be thought that this discussion assumes some degree of price maintenance 
between producer and seller; but even without the existence of price maintenance, the 
principle in question still applies. In the latter case, competition between different 
markets (geographically speaking) operates to narrow somewhat the range of 
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ead of merely an ability to standardize the details of plant and or- 
nization, is present as a requisite for industrial success, perhaps no 
ich correlation between size and earning power ever exists. 


As to the correlation which does exist in motor manufacture between 
jhe rate and stability of earnings, this probably is to be explained 
yerely upon grounds of individual business policy. By and large, where 
he capacity or the opportunity which makes for generally high earn- 
ngs (high not in individual years but on an average) exists, there also, 
+ js reasonable to suppose, will be found that which makes for steady 
management as well. At least such seems to be the meaning of these 
gcures. High average earnings do not necessarily cause stable earnings, 
but they are associated with them; and doubtless both result from the 
same general set of managerial factors. 

It would be of interest to have figures of this sort for other industries. 
It must, of course, be borne in mind that pecuniary success is not neces- 
sarily a measure of productive effectiveness in the social sense. Yet in a 
competitive system which relies upon profit-making as a motive for the 
economical conduct of industrial operations, if it can be shown that 
large-scale production is ordinarily no more profitable per unit of in- 
vestment than small, the presumption is that the development of the 
larger establishments, upon grounds of productive efficiency, need not 
be encouraged. Such a conclusion, however, is not as yet warranted upon 
the slight basis of the facts concerning but one industry, for a nine-year 
period, as presented in this paper. 

C. Epstern 

The University of Buffalo 


monopolistic price adjustment, but the lower limit itself—i.e., the wholesale price 
charged the seller by the producer—still remains, in such cases, quasi-monopolistically 
determined. 
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INSTITUTIONAL ECONOMICS 


An institution is defined as collective action in control, liberation and expansion 
of individual action. Its forms are unorganized custom and organized going con- 
cerns. The individual participation in bargaining, managing and rationing 


transactions, which are the ultimate units of economic activity. The control by cus- 
tom or concerns consists in working rules which govern more or less what the jp- 
dividual can, must, or! r not do. These are choices, resolved into performance, 
forbearance or avoidar while participating in transactions. The working rule of 
the Supreme Court is due process of law. The universal principles, that is, simj- 
larities of cause, effect, or purpose, discoverable in all transactions, are scarcity, 
efficiency, futurity, worl] rules and limiting factors under volitional control. These 
reveal themselves in a negotiat 


ul, or behavioristic, psychology of persuasion and 


coercion in bargaining t1 ctions, command and obedience in managerial transac. 
tions, argument and pl x in rationing transactions. 
Transactions determine legal control, while the classical and hedonic economics 


was concerned with phy 
three social relations i 
philosophies differ e 
place uppermost. 


il control. Legal control is future physical control. The 
t in transactions are conflict, dependence and order. Social 
ly according to the kind of transactions which they 


The difficulty in defining a field for the so-called institutional eco- 
nomics is the uncertainty of meaning of an institution. Sometimes an 
institution seems to mean a framework of laws or natural rights within 
which individuals act like inmates. Sometimes it seems to mean the be- 
havior of the inmates themselves. Sometimes anything additional to or 


critical of the classical or hedonic economics is deemed to be institu- 
tional. Sometimes anything that is “economic behavior”? is institutional. 
Sometimes anything that is “dynamic” instead of “static,” or a “proc- 
ess” instead of co dities, or activity instead of feelings, or mass 
action instead of individual action, or management instead of equi- 
librium, or control instead of laissez faire, seems to be institutional eco- 
nomics.” 

All of these notions are doubtless involved in institutional economics, 
but they may be said to be metaphors or descriptions, whereas a science 
of economic behavior requires analysis into similarities of cause, effect 
or purpose, and a synthesis in a unified system of principles. And in- 
stitutional economics, furthermore, cannot separate itself from the mar- 
velous discoveries and insight of the classical and psychological econo- 


mists. It should incorporate, however, in addition, the equally important 


insight of the communistic, anarchistic, syndicalistic, fascistic, codp- 
erative and unionistic economists. Doubtless it is the effort to cover by 
enumeration all of these uncodrdinated activities of the various schools 


which gives to the name institutional economics that reputation of a mis- 
cellaneous, nondescript yet merely descriptive, character of so-called 
“economic behavior,” which has long since relegated the crude Historical 
School. 

1Cp. Proceedings, Amer. Econ. Assn. Suppl, Mar., 1981, p. 184 ff; Amer. Econ. 


Rev., Mar., 1931, p. 67 ff; Atkins and others, Economic Behavior (1930). 
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If we endeavor to find a universal circumstance, common to all be- 
havior known as institutional, we may define an institution as collective 
action in control, liberation and expansion of individual action. 

Collective action ranges all the way from unorganized custom to 
the many organized going concerns, such as the family, the corporation, 
the trade association, the trade union, the reserve system, the state. 
The principle common to all of them is greater or less control, libera- 
tion and expansion of individual action by collective action. 

This control of the acts of one individual always results in, and is 
intended to result in, a gain or loss to another or other individuals. If 
it be the enforcement of a contract, then the debt is exactly equal to 
the credit created for the benefit of the other person. A debt is a duty 
enforced collectively, while the credit is a corresponding right created 
by creating the duty. The resulting social relation is an economic status, 
consisting of the expectations towards which each party is directing his 
economic behavior. On the debt and duty side it is the status of con- 
formity to collective action. On the credit and right side it is a status 
of security created by the expectation of the said conformity. This is 
known as “incorporeal” property. 

Or, the collective control takes the form of a tabu or prohibition of 
certain acts, such as acts of interference, infringement, trespass; and 
this prohibition creates an economic status of liberty for the person thus 
made immune. But the liberty of one person may be accompanied by 
prospective gain or loss to a correlative person, and the economic status 
thus created is exposure to the liberty of the other. An employer is 
exposed to the liberty of the employee to work or not to work, and 
the employee is exposed to the liberty of the employer to hire or fire. 
The typical case of liberty and exposure is the goodwill of a business. 
This is coming to be distinguished as “intangible” property. 

Either the state, or a corporation, or a cartel, or a holding company, 
or a cooperative association, or a trade union, or an employers’ associa- 
tion, or a trade association, or a joint trade agreement of two associa- 
tions, or a stock exchange, or a board of trade, may lay down and en- 
foree the rules which determine for individuals this bundle of correl- 
ative and reciprocal economic relationships. Indeed, these collective acts 
of economic organizations are at times more powerful than the col- 
lective action of the political concern, the state. 

Stated in the language of ethics and law, to be developed below, all 
collective acts establish relations of rights, duties, no rights and no 
duties. Stated in the language of individual behavior, what they require 
's performance, avoidance, forbearance by individuals. Stated in the 
language of the resulting economic status of individuals, what they pro- 
vide is security, conformity, liberty and exposure. Stated in language 
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of cause, effect or purpose, the common principles running through ql] 
of them are the principles of scarcity, efficiency, futurity, the working 
rules of collective action and the limiting and complementary factoy, 
of economic theory. Stated in language of the operation of working 
rules on individual action, they are expressed by the auxiliary verbs 
of what the individual can, cannot, must, must not, may or may not do, 
He “can” or “cannot,” because collective action will or will not come 
to his aid. He “must” or “must not,” because collective action will com. 
pel him. He “may,” because collective action will permit him and pro- 
tect him. He “may not,” because collective action will prevent him. 

It is because of these volitional auxiliary verbs that the familiar 
term “working rules” is appropriate to indicate the universal principk 
of cause, effect or purpose, common to all collective action. Working 
rules are continually changing in the history of an institution, and they 
differ for different institutions; but, whatever their differences, they 
have this similarity that they indicate what individuals can, must, or 
may, do or not do, enforced by collective sanctions. 

Analysis of these collective sanctions furnishes that correlation of 
economics, jurisprudence and ethics which is prerequisite to a theory of 
institutional economics. David Hume found the unity of these three 
social sciences in the principle of scarcity and the resulting conflict of 
interests, contrary to Adam Smith who isolated economics from the 
others on assumptions of divine providence, earthly abundance and the 
resulting harmony of interests. Institutional economics goes back to 
Hume. Taking our cue from Hume and the modern use of such a term 
as “business ethics,” ethics deals with the rules of conduct arising from 
conflict of interests, arising, in turn, from scarcity and enforced by 
the moral sanctions of collective opinion; but economics deals with the 
same rules of conduct enforced by the collective economic sanctions of 
profit or loss in case of obedience or disobedience, while jurisprudence 
deals with the same rules enforced by the organized sanctions of violence. 
Institutional economics is continually dealing with the relative merits 
and efficiency of these three types of sanctions. 

From this universal principle of collective action in control, libera- 
tion and expansion of individual action arise not only the ethical con- 
cepts of rights and duties and the economic concepts of security, con- 
formity, liberty and exposure, but also of assets and liabilities. In fact, 
it is from the field of corporation finance, with its changeable assets and 
liabilities, rather than from the field of wants and labor, or pains and 
pleasures, or wealth and happiness, or utility and disutility, that i- 
stitutional economics derives a large part of its data and methodology. 
Institutional economics is the assets and liabilities of concerns, con- 
trasted with Adam Smith’s Wealth of Nations. 
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But collective action is even more universal in the unorganized form 
»f custom than it is in the organized form of concerns. Custom has 
not given way to free contract and competition, as was asserted by Sir 
Henry Maine. Customs have merely changed with changes in economic 
conditions, and they may to-day be even more mandatory than the 
decrees of a dictator, who perforce is compelled to conform to them. 
The business man who refuses or is unable to make use of the modern 
customs of the credit system, by refusing to accept or issue checks on 
slvent banks, although they are merely private arrangements and not 
iegal tender, simply cannot continue in business by carrying on transac- 
tons. These instruments are customary tender, instead of legal tender, 
backed by the powerful sanctions of profit, loss and competition, which 
compel conformity. Other mandatory customs might be mentioned, such 
as coming to work at seven o’clock and quitting at six. 

If disputes arise, then the officers of an organized concern—a credit 
association, the manager of a corporation, a stock exchange, a board 
of trade, a commercial or labor arbitrator, or finally the courts of 
law up to the Supreme Court of the United States—reduce the custom 
io precision by adding an organized sanction. 

This is the common-law method of making law by the decision of 
disputes. The decisions, by becoming precedents, beconte the working 
rules, for the time being, of the particular organized concern. The his- 
iorie “common law” of Anglo-American jurisprudence is only a special 
case of the universal principle common to all concerns that survive, 
of making new law by deciding conflicts of interest, and thus giving 


| greater precision and organized compulsion to the unorganized working 


rules of custom. The common-law method is universal in all collective 
action, but the technical “common law” of the lawyers is a body of de- 
cisions. In short, the common-law method is itself a custom, with vari- 
abilities, like other customs. It is the way collective action acts on indi- 
vidual action in time of conflict. 

Thus collective action is more than control of individual action—it 
is, by the very act of control, as indicated by the aforesaid auxiliary 
verbs, a liberation of individual action from coercion, duress, discrimina- 
tion, or unfair competition by other individuals. 

And collective action is more than control and liberation of individual 
action—it is expansion of the will of the individual far beyond what he 
can do by his own puny acts. The head of a great corporation gives 
orders whose obedience, enforced by collective action, executes his will 
at the ends of the earth. 

Thus an institution is collective action in control, liberation and ex- 
pansion of individual action. 

These individual actions are really trans-actions instead of either 
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individual behavior or the “exchange” of commodities. It is this shift 
from commodities and individuals to transactions and working rules of 
collective action that marks the transition from the classical and hedonic 
schools to the institutional schools of economic thinking. The shift jg 
a change in the ultimate unit of economic investigation. The classic anj 
hedonic economists, with their communistic and anarchistic offshoots, 
founded their theories on the relation of man to nature, but instity. 
tionalism is a relation of man to man. The smallest unit of the classic 
economists was a commodity produced by labor. The smallest unit of 
the hedonic economists was the same or similar commodity enjoyed by 
ultimate consumers. One was the objective side, the other the subjective 
side, of the same relation between the individual and the forces of nature. 
The outcome, in either case, was the materialistic metaphor of an auto- 
matic equilibrium, analogous to the waves of the ocean, but personified 
as “seeking their level.” 

But the smallest unit of the institutional economists is a wnit of ac- 
tivity—a transaction, with its participants. Transactions intervene be- 
tween the labor of the classic economists and the pleasures of the hedonic 
economists, simply because it is society that controls access to the forces 
of nature, and transactions are, not the “exchange of commodities,” 
but the alienation and acquisition, between individuals, of the rights of 
property and liberty created by society, which must therefore be nego- 
tiated between the parties concerned before labor can produce, or con- 
sumers can consume, or commodities be physically exchanged. 

Transactions, as derived from a study of economic theories and of 
the decisions of courts, may be reduced to three economic activities, dis- 
tinguishable as bargaining transactions, managerial transactions and 
rationing transactions. The participants in each of them are controlled 
and liberated by the working rules of the particular type of moral, 
economic or political 

The bargaining transaction derives from the familiar formula of a 
market, which, at the time of negotiation, before goods are exchanged, 
consists of the best two buyers and the best two sellers on that market. 
The others are potential. Out of this formula arise four relations of 
possible conflict of interest, on which the decisions of courts have built 


concern in question.’ 


four classes of working rules. 

(1) The two buyers are competitors and the two sellers are con- 
petitors, from whose competition the courts, guided by custom, have 
constructed the long line of rules on fair and unfair competition. 

(2) One of the buyers will buy from one of the sellers, and one of 
the sellers will sell to one of the buyers, and, out of this economic choice 
of opportunities, both custom and the courts have constructed the rules 


? Cp. Commons, Legal Foundations of Capitalism, pp. 47 ff. (1924). 
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of equal or unequal opportunity, which, when reduced to decisions of 
disputes, become the collective rules of reasonable and unreasonable dis- 
crimination. 

(3) At the close of the negotiations, one of the sellers, by operation 
of law, transfers title to one of the buyers, and one of the buyers trans- 
fers title to money or a credit instrument to one of the sellers. Out 
of this double alienation and acquisition of title arises the issue of 
equality or inequality of bargaining power, whose decisions create the 
rules of fair and unfair price, or reasonable and unreasonable value.* 

(4) But even the decisions themselves on these disputes, or the legis- 
lative or administrative rules prescribed to guide the decisions, may be 
called in question, under the American System, by an appeal to the 
Supreme Court, on the ground that property or liberty has been 
“taken” by the governing or judicial authority “without due process 
of law.” Due process of law is the working rule of the Supreme Court 
for the time being, which changes with changes in custom and class 
dominance, or with changes in judges, or changes in the opinions of 
judges, or with changes in the customary meanings of property and 
liberty. 

Hence the four economic issues arising out of that unit of activity, 
the bargaining transaction, are competition, discrimination, economic 
power and working rules. 

The habitual assumption back of the decisions in the foregoing classes 
of disputes is the assumption of equality of willing buyers and willing 
sellers in the bargaining transactions by which the ownership of wealth 
is transferred by operation of law. Here the universal principle is scar- 
city. 

But the assumption back of managerial transactions, by which the 
wealth itself is produced, is that of superior and inferior. Here the uni- 
versal principle is efficiency, and the relation is between two parties, in- 
stead of the four parties of the bargaining transaction. The master, or 
manager, or foreman, or other executive, gives orders—the servant or 
workman or other subordinate must obey. Yet a change in working rules, 
in course of time, as modified by the new collective action of court de- 
cisions, may distinguish between reasonable and unreasonable commands, 
willing and unwilling obedience. 

Finally the rationing transactions differ from managerial transac- 
tions in that the superior is a collective superior while the inferiors are 
individuals. Familiar instances are the log-rolling activities of a legis- 
lature in matters of taxation and tariff; the decrees of communist or 


* Cp. article “Bargaining Power,” John R. Commons, Encyclopaedia of Social 
Sciences. 
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fascist dictatorships; the budget-making of a corporate board of dj. 
rectors; even the decisions of a court or arbitrator; all of which cop. 
sist in rationing either wealth or purchasing power to subordinates with. 
out bargaining, although the negotiations are sometimes mistaken fo; 
bargaining, and without managing, which is left to executives. They 
involve negotiation, indeed, but in the form of argument, pleading, aa 
eloquence, because they come under the rule of command and obedience 
instead of the rule of equality and liberty. On the borderline are part- 
nership agreements which ration to the partners the benefits and bur- 
dens of a joint enterprise. These rationing transactions, likewise, in the 
American system, are subject finally to the working rules (due process 
of law) of the Supreme Court. 

In all cases we have variations and hierarchies of the universal] prin- 
ciple of collective action controlling, liberating and expanding individual 
action in all the economic transactions of bargaining, managing and 
rationing. 

Since institutional economics is behavioristic, and the behavior in ques- 
tion is none other than the behavior of individuals while participating 
in transactions, institutional economics must make an analysis of the 
economic behavior of individuals. The peculiar quality of the human vill 
in all its activities, distinguishing economics from the physical sciences, 
is that of choosing between alternatives. The choice may be voluntary, 
or it may be an involuntary choice imposed by another individual or by 
collective action. In any case the choice is the whole mind and body in 
action—that is, the will—whether it be physical action and reaction with 
nature’s forces, or the economic activity of mutually inducing others in 
the transaction. 

Every choice, on analysis, turns out to be a three-dimensional act, 
which, as may be derived from the issues arising in disputes, is at one 
and the same time, a performance, an avoidance, and a forbearance. Per- 
formance is the exercise of power over nature or others; avoidance is 
its exercise in one direction rather than the next available direction; 
while forbearance is the exercise, not of the total power except at a 
crisis, but the exercise of a limited degree of one’s possible moral, physi- 
cal or economic power. Thus forbearance is the limit placed on per- 
formance; performance is the actual performance; and avoidance is the 
alternative performance rejected or avoided—all at one and the same 
point of time. 

It is from forbearance that the doctrine of reasonableness arises, while 
performance means either rendering a service, compelling a service, of 
paying a debt, but avoidance is non-interference with the performance, 
forbearance or avoidance of others. Each may be a duty or a liberty, 
with a corresponding right or exposure of others, and each may be 
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enforced, permitted, or limited by collective action according to the then 
yorking rules of the particular concern. 

If institutional economics is volitional it requires an institutional 
ysychology to accompany it. This is the psychology of transactions, 
yhich may properly be named negotiational psychology. Nearly all his- 
toric psychologies are individualistic, since they are concerned with 
‘he relation of individuals to nature, or to other individuals, treated, 
however, not as citizens with rights, but as objects of nature without 
rights or duties. This is true all the way from Locke’s copy psy- 
chology, Berkeley’s idealistic psychology, Hume’s skeptical psychology, 
Bentham’s pleasure-pain psychology, the hedonistic marginal utility 
psychology, James’ pragmatism, Watson’s behaviorism, and the recent 
Gestalt psychology. All are individualistic. Only Dewey’s is socialistic. 

But the psychology of transactions is the psychology of negotiations. 
Each participant is endeavoring to influence the other towards per- 
formance, forbearance or avoidance. Each modifies the behavior of the 
other in greater or less degree. This is the psychology of business, of 
custom, of legislatures, of courts, of trade associations, of trade unions. 
In popular language it resolves into the perswasions or coercions of bar- 
gaining transactions, the commands and obedience of managerial trans- 
actions, or the arguments and pleadings of rationing transactions. All 
of these are negotiational psychology. It may be observed that they are 
behavioristic psychology. 

But these are only names and descriptions. A scientific understanding 
of negotiational psychology resolves it into the smallest number of gen- 
eral principles, that is, similarities of cause, effect or purpose, to be 
found in all transactions, but in varying degree. First is the personality 
of participants, which, instead of the assumed equality of economic 
theory, is all the differences among individuals in their powers of 
nducement and their responses to inducements and sanctions. 

Then are the similarities and differences of circumstance in which 
personalities are placed. First is scarcity or abundance of alternatives. 
This is inseparable from efficiency, or the capacity to bring events to 
happen. In all cases negotiations are directed towards future time, the 


account, since they are the expectations of what the participants can, 
nust or may do or not do, as controlled, liberated or expanded by col- 
lective action. Then, in each transaction is always a limiting factor whose 
control by the sagacious negotiator, salesman, manager or politician, 
will determine the outcome of complementary factors in the immediate 
or remote future. 

Thus negotiational psychology is the transactional psychology which 
fers inducements and sanctions according to the variable personalities 
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and the present circumstances of scarcity, efficiency, expectation, wort. 
ing rules and limiting factors. 


Historically this transactional psychology may be seen to hay 
changed, and is changing continuously, so that the whole Philosophies 
of capitalism, fascism or communism are variabilities of it. In the com. 
mon-law decisions it is the changing distinctions between persuasion anj 
coercion or duress, persuasion being considered the outcome of a reasop- 
able status of either equality of opportunity, or fair competition, or 
equality of bargaining power, or due process of law. But economic co- 
ercion and physical duress are denials of these economic ideals, and 
nearly every case of economic conflict becomes an assumption or investi- 
gation, under its own circumstances, of the negotiational psychology 
of persuasion and coercion. Even the managerial and rationing nego- 
tiations come under this rule of institutional change, for the psychology 
of command and obedience is changed with changes in the status of con- 
formity, security, liberty or exposure. The modern “personnel” manage- 
ment is an illustration of this kind of change in negotiational psychol- 
ogy. 

All of this rests on what may be distinguished as three social rela- 
tions implicit in every transaction, the relations of conflict, dependence 
and order. The parties are involved in a conflict of interests on account 
of the universal principle of scarcity. Yet they depend on each other 
for reciprocal alienation and acquisition of what the other wants but 
does not own. Then the working rule is not a foreordained harmony of 
interests, as assumed in the hypotheses of natural rights or mechanical 
equilibrium of the classical and hedonic schools, but it actually creates, 
out of conflict of interests, a workable mutuality and orderly expecta- 
tion of property and liberty. Thus conflict, dependence and order be- 
come the field of institutional economics, builded upon the principles of 
scarcity, efficiency, futurity and limiting factors derived from the older 
schools, but correlated under the modern notions of working rules of 
collective action controlling, liberating and expanding individual action. 

What then becomes of the “exchange” of physical commodities and 
the production of wealth, as well as the consumption of wealth and 
satisfaction of wants by consumers, which furnished the starting points 
of the classical, hedonic, communist and other schools of economists’ 
They are merely transferred to the future. They become expectation: 
of the immediate or remote future, secured by the collective action, or 
“institution,” of property and liberty, and available only after the con- 
clusion of a transaction. Transactions are the means, under operation of 
law and custom, of acquiring and alienating legal control of commodi- 
ties, or legal control of the labor and management that will produce and 
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deliver or exchange the commodities and services, forward to the ultimate 
consumer's.* 

Institutional economics is not divorced from the classical and psycho- 
logical schools of economists—it transfers their theories to the future 
when goods will be produced or consumed or exchanged as an outcome 
of present transactions. That future may be the engineering economics 
of production of the classical economists or the home economics of 
consumption of the hedonic economists, which depend on physical con- 
trol. But institutional economics is legal control of commodities and 
labor, where the classical and hedonic theories dealt only with physical 
control. Legal control is future physical control. Future physical con- 
trol is the field of engineering and home economics. 

Thus it may be seen how it was that the natural rights ideas of the 
economists and lawyers created the illusion of a framework, supposed 
to be constructed in the past, within which present individuals are sup- 
posed to act. It was because they did not investigate collective action. 
They assumed the fixity of existing rights of property and liberty. But 
if rights, duties, liberties and exposures are simply the changeable work- 
ing rules of all kinds of collective action, looking towards the future, 
then the framework analogy disappears in the actual collective action 
of controlling, liberating and expanding individual action for the im- 
mediate or remote future production, exchange, and consumption of 
wealth. 

Consequently the final social philosophy, or “ism”—which is usually 
1 belief regarding human nature and its goal—towards which institu- 
tional economics trends is not something foreordained by divine or natu- 
ral “right,” or materialistic equilibrium, or “laws of nature”’—it may 
be communism, fascism, capitalism. If managerial and rationing trans- 
actions are the starting point of the philosophy, then the end is the 
command and obedience of communism or fascism. If bargaining transac- 
tions are the units of investigation then the trend is towards the equality 
of opportunity, the fair competition, the equality of bargaining power, 
and the due process of law of the philosophy of liberalism and regu- 
lated capitalism. But there may be all degrees of combination, for the 
three kinds of transactions are interdependent and variable in a world of 
collective action and perpetual change, which is the uncertain future 
world of institutional economics. 

Joun R. Commons 

University of Wisconsin 


‘On this subject see Commons, “The Delivered Price Practice in the Steel Mar- 


ket,” Amer. Econ. Rev., Sept., 1924, Also F. A. Fetter, The Masquerade of Monopoly 
(1981). 
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STOCK DIVIDENDS AND THE NEW YORK 
STOCK EXCHANGE 


A Reply to Mr. A. C. Whitaker 


The New York Stock Exchange, in permitting stock dividends to be taken into 
income by recipient corporations at not more than the corresponding charge mai 
against earnings or earned surplus by distributing companies, is entirely conserys. 
tive. Mr. Hoxsey, executive assistant to the Committee on Stock List, in amplifying 
this to require that total book value per share at beginning of accounting period be 
maintained after distribution of stock dividend with respect to earnings of the 
period, is not less, but re conservative. 

The arguments advanced against the stock dividend principle are legalistic ang 
invalid from the economic viewpoint. True stock dividends are not merely apprecia- 
tion of capital interest. The time element involved in the accumulation of earnings 
applied to the creation of a stock dividend cannot be disregarded. The proportionate 
ownership theory is not controlling in considering income in the economic sense. 
Earnings accumulated by a corporation may be applied to the creation of a new 
capital fund; such ap] ition and the distribution as a stock dividend of fully 
paid shares in respect thereof result in realization of income by stockholders, 


In the American nomic Review for June, 1931,’ Mr. A. C. Whit- 
aker takes exception to the announcement recently made by the Con- 
mittee on Stock List of the New York Stock Exchange with reference 
to the treatment as income of stock dividends received by companies 
whose securities are listed on the Exchange. In discussing the policy 
adopted by the Exchange, Mr. Whitaker also criticizes certain por- 
iade by Mr. J. M. B. Hoxsey, Executive Assistant 
to the Committee on Stock List, in his paper, “Accounting for Inves- 
tors,” delivered at Colorado Springs in September, 1930. 

In the course of his paper, Mr. Whitaker has occasion to refer in 
certain instances to an earlier article by him which appeared in the 
American Economic Review for March, 1929.*° In replying to Mr. Whit- 
aker’s article at present under discussion, therefore, it will be necessary 
to refer to the earlier and more comprehensive statement by Mr. Whit- 
aker of his opinion in the matter. 


tions of the remar 


At the price of some repetition of Mr. Whitaker’s more recent article, 
it may be well to quote the terms of the announcement made by the Con- 
mittee on Stock List to which he takes exception. The action of the 
Committee on Stock List was based upon the report of a special com- 
mittee on stock dividends in which the following statement appears: 


The Exchange will not knowingly list any securities of a Corporation 
which takes up as income upon its books stock dividends received at a larger 
figure than the proportionate amount charged against earnings or earned 
surplus by the issuing Company. 

*“Stock Dividends, Investment Trusts, and the Exchange,” pp. 275-280. 


2 Journal of Accountancy, October, 1930, pp. 251-284. 
*“Stock Dividend Question,” pp. 20-42. 
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Acting upon this report, the Committee on Stock List caused the 
following undertaking to be included in the agreements to which cor- 
porations are required to subscribe before their securities are admitted 
ty listing on the Exchange: 


Not itself, and not to permit any subsidiary, directly or indirectly con- 
trolled, to take up as income stock dividends received at an amount greater 
‘han that charged against earnings, earned surplus or both of them by the 
suing company in relation thereto. 


In his address before the American Institute of Accountants at Colo- 
rado Springs in September, 1930, Mr. Hoxsey was very particular to 
preface his remarks with the statement that the official position of the 
Stock Exchange can only be told from the public pronouncements it 
has made, and that it was not his desire to give the impression that the 
Stock Exchange had adopted an official position upon all of the mat- 
ters which he discussed. Mr. Hoxsey’s remarks, however, to the extent 
that they amplify the position taken by the Stock Exchange are in 
the direction, if anything, of demanding greater conservatism in the 
treatment of stock dividends, or perhaps it should rather be said of 
expressing within the wider latitude afforded in such an address, tests 
of a more definite character to insure conservatism in the treatment of 
stock dividends than it would be desirable to embody in the more rigid 
phraseology of a regulation or listing agreement. 

The Stock Exchange is called upon to deal with the question of stock 
dividends from the point of view both cf the issuing company and of 
the recipient company; and, to the extent that both companies come 
under its supervision, there is in some degree a twofold security safe- 
guarding the nature and the amount of the income taken up by the 
recipient company with respect to a stock dividend. Broadly speaking, 
however, and without modifying the requirements of the Stock Ex- 
change to meet the greater degree of conservatism urged by Mr. Hoxsey, 
the treatment of stock dividends permitted by the Stock Exchange re- 
sults merely in recognizing as income in the accounts of the recipient 
company the amount transferred from earned surplus to capital by 
the distributing company with respect to the stock dividend. 

One is more or less accustomed to see objections to the treatment of 
stock dividends as income urged by lawyers, and to some extent by ac- 
countants, upon the purely legalistic bases advanced by Mr. Whitaker 
in his articles. The sanctity of the theory of corporate existence, un- 
sullied by the thought of the corporation as the representative of the 
body of stockholders, is very precious; and the solemn nature of a five 
‘o four decision by the Supreme Court on one aspect of the stock 
dividend question is of very grave importance considered from the 
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purely legal point of view. The accountant is necessarily guided and 
his actions controlled largely by the legal aspects of the situation, }; 
is, however, somewhat surprising to see the economist spring to th 
defense of a mental attitude with regard to stock dividends which js 80 
entirely alien to the economic spirit. The facts in the matter all point 
clearly to the question with which we have to deal being one of incon, 
The legal entanglements, to the extent to which they possess force and 
validity, are of a nature, it would seem, to be thrust aside in the con- 
sideration of the matter in its economic aspects. The law itself fre 
quently has taken and continues to take a position with regard to stock 
dividends which is at variance with that reached by the United State 
Supreme Court in Eisner v. Macomber, and the Stock Exchange js 
only recognizing a practical view of the matter which has been adopted 
in many cases by members of the legal and accounting professions, 

Mr. Whitaker’s discussion of the matter is unfortunately predicated 
upon the construction which he places upon stock dividends of “appre- 
ciation of a capital interest.’* This expression is not sufficiently definite 
to be used in an economic discussion of the question. An appreciation 
of capital interest may accrue in at least four forms: 

First. An increase in market value arising from an increased ratio 
of market price to eal nings. 

Second. An increased market price based upon increased earnings 
without any change in the ratio of market price to earnings. 

These two conditions give rise solely to an increase in the market 
price of a security owned. 

Third. There may be an increase in the value of the property of a 
company, due solely to a fluctuation in the market price of commodities, 
real estate or other assets, without any change in the physical assets 
themselves and possibly without any change in the income derived from 
the assets in question. This will result in an appreciation in the capital 
interest of a stockholder of the company regardless of whether or not 
the appreciation is measured by an increase in the market price of the 
stock. 

Fourth. The assets of a company may be increased by the accumula- 
tion of earnings, and from these increased assets there may be derived 
increased earnings. 

The question of stock dividends has to be considered solely from the 
point of view of this fourth condition, which, it is submitted, is not 
correctly defined if it is spoken of as an appreciation in capital inter- 
est. This expression is correctly applied only to the first three forms 
of increment in value suggested, and with those the stock dividend ques- 
tion is not concerned. 

* American Economic Review, June, 1931, p. 275, line 8. 
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4 second cause for disagreement with the approach made to the 
»atter by Mr. Whitaker arises from the fact that while at one or two 
soints in his articles he appears to recognize the fact that true stock 
ividends are declared with respect to earnings accumulated over a 
yeriod of time, his argument slips back almost entirely to the considera- 
ion of conditions existing immediately before and immediately after 
he distribution of the stock dividend. The time element is important in 
‘he discussion of stock dividends, as it must necessarily be in the gen- 
-ral discussion of the subject of income. A profit may be realized in an 
‘ystant of time, but the concept of income is inevitably tied in with that 
of progress of time. 

Before discussing further the general arguments advanced by Mr. 
Whitaker, it may be useful to examine more particularly the specific 
sriticism which he makes of Mr. Hoxsey’s paper and the example upon 
shich his objection is in part based.® The objection is made that while 
\lr. Hoxsey goes further than the Committee in restricting the class of 
stock dividends eligible to be treated as income, not even what Mr. Hox- 
ey would permit is sound accounting.® Mr. Whitaker then presents an 
sample based upon the supposition that A owns 100 shares of XL, 
par value $100 each, having a balance sheet net worth of $150 per share 
at the beginning of the current accounting period, and that during the 
period XL earns $10 per share. XL now declares a 10 per cent “earned 
stock dividend.” XL has earned $1,000 for A, and gives him $1,000 
par value in fully paid stock free, that is to say, according to the terms 
of Mr. Whitaker’s example, XL issues to A ten additional shares con- 
stituting a 10 per cent stock dividend. 

The point at which this supposititious case fails as an example of 
what Mr. Hoxsey regards as a true stock dividend is evident from a 
careful reading of Mr. Hoxsey’s paper. Mr. Hoxsey says:’ 


The test of a true currently earned stock dividend is that after its pay- 
ment the total book value per share shall be (with due adjustment for in- 
tervening financing) as great as or greater than the total book value prior 
to the accumulation of the earnings upon which the stock dividend is based 
—in other words, ordinarily, that the book value per share after this stock 
dividend shall be as great as or greater than after the last stock dividend. 

Applying the accounting rule, as outlined in an earlier portion of this 
paper, that the charge against earnings or earned surplus should not be less 
per share issued than the sum of the theretofore capital and capital surplus 
per share, this means, of course, that after the declaration of a particular 
stock dividend the earned surplus remaining per share should not be less 
than the earned surplus per share immediately after the preceding stock 


*Ibid., pp. 277 and 278. 


p. 277. 


‘Journal of Accountancy, October, 1930, pp. 273 and 274. 
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dividend. This in turn means that there must have been earned during the 
period of accumulation not only enough to permit the charge in question 
without reducing the earned surplus at the beginning of the period but, in 
addition, enough to provide a similar amount of earned surplus per share op 
the shares about to be issued as a stock dividend. 


Amplifying Mr. Whitaker’s example, therefore, to conform to the Un 
rules laid down by Mr. Hoxsey, we will assume that the balance sheet ™ titled 
net worth of $150 per share, stated in Mr. Whitaker’s example, con- MH ¢"° 
sisted of the par value of $100 per share and earned surplus of $50 dend. 
per share. The Corporation has earned an additional $10 per share,  °¢#5¢ 
This amount clearly will justify under Mr. Hoxsey’s rule a stock div; ™@ of i 
dend of but 6-2/3 per cent; in other words, A instead of receiving 10 earnl 
additional shares will receive 6-2/8 shares and the book value of his M ©°?% 
106-2/3 shares after the stock dividend, namely $16,000, will be $150 @ come 
per share, which is exactly equal to the book value of his 100 shares at econ 
the beginning of the accounting period. T 

The amount charged against earned surplus and credited to capital Hox 
in this case with respect to the issue of the additional 6-2/8 shares will dend 
be $666.66 and, under the Stock Exchange rule, that is the maximum  4"4 
amount of income which a corporate recipient of the stock dividend Hos 
would be permitted to take up. The example as thus amended (and, it is acct 
submitted, corrected) dovetails with both the Stock Exchange rule and 1 
with Mr. Hoxsey’s definition of a true stock dividend. are 

It may be argued, however, that upon this basis the Corporation has of s 
not, in fact, distributed as a stock dividend the $1,000 which it had the 
earned and which it is admitted represents 10 per cent upon the capi- - 
tal originally paid in. Applying Mr. Hoxsey’s rule, that is a strictly - 
correct point of view. The Corporation, prior to the accounting period _ 
during which the $1,000 was earned, had an undistributed surplus equal whi 
to $50 per share. After payment of the 6-2/8 per cent stock dividend, @ ° 
it has an undistributed surplus of $50 per share not only on the shares | wh 
outstanding at the beginning of the period, but also upon the shares is- He 
sued at the close of the period as a stock dividend. One-third of the the 
earnings of the period in fact remains undistributed. Mr. Whitaker no 
clearly cannot take exception to the soundness of Mr. Hoxsey’s account- he 
ing principles. be 

Nevertheless, the example as propounded by Mr. Whitaker may be 1. 
argued as a valid one under the less restrictive provisions of the Stock - 
Exchange rule. The Stock Exchange, it may be assumed, is not con- Pe 
cerned with the percentage of the stock dividend. It might be 6-2/3 
per cent or 10 per cent. If it should be 10 per cent, Mr. Hoxsey would E 
no doubt maintain, and in doing so he would be entirely correct, that ; 

uD 


the effect of a stock dividend at that rate was in a measure to draw 
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gown a part of the surplus existing at the beginning of the accounting 

criod. There is no actual decrease in the surplus, but there is a decrease 
‘n the surplus per share from $50 at the beginning of the period to 
g45-5/11 at the end of the period after the distribution of the stock 
dividend. 

Under the Stock Exchange rule, a corporate recipient would be en- 
titled to take up as income $1,000, being the amount charged against 
earned surplus and credited to capital with respect to the stock divi- 
dend. We may agree with Mr. Hoxsey in saying that to some degree this 
ceases to be a true stock dividend, and yet if the accounting treatment 
of it is to transfer from earned surplus to capital the amount of the 
earnings accumulated during the accounting period, and if that is in 
consequence the amount which a corporate recipient can take into in- 
come, no violence has been done to the Stock Exchange rule and no 
economic principle would appear to have been sacrificed. 

The present writer is of the opinion that the test proposed by Mr. 
Hoxsey is a true test of the validity of the percentage of a stock divi- 
dend which purports to be paid out of current income. If a stock divi- 
dend at a rate greater than that justified under the rule which Mr. 
Hoxsey lays down is paid, it necessarily draws to some extent upon 
accumulated surplus. 

There was no indication whatever in Mr. Hoxsey’s paper that in meas- 
uring the amount of the income to be taken up by a corporate recipient 
of such a dividend, he was in any way contemplating a departure from 
the rule laid down by the Stock Exchange, namely, that it should be 
an amount equivalent to that charged against earned surplus with re- 
spect to the dividend. The income taken up under Mr. Hoxsey’s rule 
would necessarily be less than the earnings for the period in any case in 
which a balance of earned surplus existed at the beginning of the ac- 
counting period. It is to be assumed, however, that if the Corporation, 
while limiting itself to the percentage of dividend justified under Mr. 
Hoxsey’s rule, chose to capitalize with respect to such stock dividend 
the entire amount of the earnings for the period, Mr. Hoxsey would 
not feel that there had been any infringement of the principle which 
he has in mind, even though under these conditions the dividend could 
be taken into income by a corporate recipient at a greater amount than 
would be the case if the proportionate part of the earnings necessary to 
maintain the undistributed surplus per share at the beginning of the 
period were allowed to remain in surplus. 

The present writer frankly feels that the rule laid down by the Stock 
Exchange, far from being unsound in any respect, is somewhat too re- 
strictive. In cases in which the market is willing to pay a premium over 
the asset value of the stock, on account of its earning power, future 
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prospects or preémptive rights with respect to future investment , 
capital, it appears somewhat arbitrary to hold that that premium dog 
not flow to the recipient of the stock dividend together with the capital. 
ized asset value of the stock. It is not, however, the purpose of the pres- 
ent paper to present any argument on this particular point. 

It would appear to be clear that there is no justification for M;, 
Whitaker’s criticism of the Stock Exchange regulation or of Mr. Hoy. 
sey’s elaboration of it from the accounting point of view. However, back 
of this criticism stands Mr. Whitaker’s general objection to the treat. 
ment of stock dividends as income. On this point the Stock Exchang 
entered into no argument. It merely recognized a practical situation 
and attempted to deal with a modern development in corporate prac- 


utility 
revenu 
for ea 
entire 
provic 
equit 
ment 

10 pe 
comp: 
of 10 
sibili! 


tice upon a basis which manifestly could not result in the overstatement ie 
of income from the economic point of view. Mr. Hoxsey in his paper MM shen 
does discuss, to some extent by way of argument, the practical aspects scrib 
of the matter. ‘The views expressed by Mr. Hoxsey should be convincing tion 
to anyone who can disengage his thoughts from the entanglement of capi 
two ideas, namely, the proportionate ownership theory and the consid- the 
eration of the position immediately before and immediately after the ons 
distribution of the stock dividend. It should surely be possible to avoid ons 
these entanglements in the discussion of income from the economic point alg 
of view. a 

Since, however, Mr. Whitaker has, to some extent, in the article under - 
discussion, attacked the subject of stock dividends on general principles trik 


and has in that article referred to his earlier article on the stock divi- 
dend question which approaches it purely from the point of view of 
principle, it may be useful to examine one or two points by way of in- 
dicating that the opponents of the principle of income as embodied in 
stock dividends have not said the last word on the subject. 

It is desirable to consider the stock dividend principle from the point 
of view of the conditions which normally give rise to its adoption in 
corporate finance. The public utility industry is possibly the most rep- 
resentative of the industries to which the principle is applicable. This 
industry has been growing at a fairly rapid rate during the past two 
decades. The requirements for capital expenditure are heavy in propor- 
tion to the revenue from operations. Roughly speaking, each increase 
of a dollar in gross revenue has necessitated the investment of $6 in 
additions and extensions to property and plant. Again speaking roughly, 
it may be stated that it is certainly desirable, and perhaps even neces- 
sary, to furnish 25 per cent of the capital required in the form of 
equity money. Let it be assumed for the sake of example that a public 
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utility company is so financed and operated that 15 per cent of the gross 
revenue remains for the equity stock. On the basis of $6 of new capital 
for each dollar of additional gross revenue, the reinvestment of this 
entire 15 per cent, without the introduction of any senior capital, would 
provide an increase of 2-1/2 per cent in gross revenue. By using it as the 
equity basis to support three times as much senior capital, the reinvest- 
ment of this entire 15 per cent would suffice to finance an increase of 
10 per cent in the gross revenue. In other words, we are discussing a 
company in which, under a system of conservative financing, a growth 
of 10 per cent per annum in the volume of business precludes the pos- 
<ibility of any profits being withdrawn by the equity stockholders. 

The company is thus faced with two alternatives: It may distribute 
its earnings for the common stock in the form of cash dividends and 
then recapture an equivalent amount by the issuance of rights to sub- 
scribe for additional stock; or it may frankly realize the practical posi- 
tion and issue additional stock in the form of stock dividends against the 
capitalization or the virtual impounding in surplus of the amount of 
the earnings. The figures assumed for the sake of illustration will not, of 
course, apply to all cases, but the fact can easily be verified, by refer- 
ence to the reports of the leading public utility companies or to the 
public utility manuals, that the amount of equity capital which it has 
been necessary for most of the leading utility companies to obtain has 
been at least equal to, and in many cases greater than, the amount dis- 
tributed in the form of cash dividends. This is a condition which has 
prevailed for several years past, and it will inevitably prevail again 
as soon as normal business activities are resumed in this country. Under 
these conditions the stock dividend policy is most clearly indicated as 
logical. 

It is begging the question to say that it is not necessary to distribute 
stock dividends; that the increase in the book value of the shares origi- 
nally held through the accumulation of surplus is sufficient; that the 
market value of the stock originally held will reflect the increased book 
value and the increased earnings; and that a stockholder who finds it 
necessary to obtain some cash return from his investment can do so by 
selling a part of his original holdings, in which event he is no worse off 
than if he sells some of his stock dividend stock. The fact is that the 
amount of capital already reinvested out of earnings is in many cases 
much greater than the capital paid in on the original shares and the 
effect of any policy such as that suggested would be to create in this 
country a number of corporate organizations comparable with the fa- 
mous New River Company of London, fractions of a share of which 
changed hands for large sums of money. 
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The justification of the stock dividend as income on the basis of jt, 
identity in final result with the policy of cash dividends plus rights does 
not appeal overmuch to the present writer. It should surely be possi 
to employ one’s reasoning faculties directly with regard to the subject 
of stock dividends without resorting to this comparison. Nevertheless, 
it is interesting to see that Mr. Whitaker somewhat anticipates the 
embarrassment arising from such an analogy in his earlier paper on th 
subject® by forcing himself to declare that in cases where a cash diyj- 
dend is paid and subscription rights to new stock are simultaneously 
exercised, the shareholders have not received income. Mr. Whitaker holds 
that the effect of this double operation is precisely that of a stock divi- 
dend and adds, “Under the court’s doctrine that the outward flow of the 
cash constitutes taxable income, this particular plan of putting out a 
stock dividend will of course never be followed. This is a result which 
we may accept with equanimity.” It requires a very fine distinction to 
see any difference between what Mr. Whitaker is here discussing and the 
practice of declaring four quarterly dividends of 2-1/2 per cent with 
an annual offering of rights to an additional 10 per cent of stock. It 
will be found that for several years past such a practice, varying some. 
what in percentages but accomplishing the same result, has in fact been 
followed by several utility companies. 

In stating certain further questions and arguments which in his earlier 
paper Mr. Whitaker assumed would be raised by the advocates of the 
stock dividend income theory, Mr. Whitaker deals with some rather 
inconsequential matters. He advances the following points: 

1. Is there not income to the shareholder if the stock dividend has, as a 
matter of practical fact, the effect of raising the market value of his in- 
terests? 

2. Does not the fact tl 
that its receipt is income? 

8. The old rate of cash dividends (is) continued on the augmented capital 
stock. 

Market price of shares resumes upward course after stock dividend. 
The stock dividend as a supposed evasion of the income tax law. 

. The redemption of dividend stock in cash: an evasion. 

. A cash dividend in conjunction with subscription rights. 


. The purchase by the corporation of some of its outstanding stock to be 
distributed later as a dividend on the remaining stock. 


iat the dividend stock can be sold for cash show 


If the stock dividend principle rested upon questions and arguments 
no stronger than these, Mr. Whitaker might well feel that he had dis- 
posed of the matter. None of these points, however, nor all of these 
points together, would be seriously advanced by a believer in the stock 


* American Economic Review, March, 1929, p. 39. 
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jividend principle as the justification for his belief. None of these points 
n fact goes to the fundamental basis of the matter. 

Let us briefly recapitulate what happens when the stock dividend 
principle is correctly applied. A company engaged in a profitable and 
exp janding business through the operation of its business realizes earn- 
ings applicable to its common stock; in other words, it has increased its 
own assets by the accumulation of income and in its representative ca- 
pacity it has increased the wealth of its stockholders. At this point 
the stockholder assuredly has something which he did not have before 
the profits were realized. At the beginning of the accounting period, 
the shareholder owned a certain number of shares of stock each of which 
represented a certain capital fund. At the close of the accounting period, 
each share of stock which he owns represents the same capital fund 
plus a certain accumulation of profits. The management of the company 
finds, however, that the expansion of the business renders it desirable, 
or perhaps necessary, not to accumulate the increased assets resulting 
from earnings in the form of cash, available for distribution as cash 
dividends to the stockholders, but to invest them in additional property 
and working assets. It finds that the amount of additional assets created 
through earnings is equivalent to the asset value per share existing be- 
fore the profits were realized upon a certain number of shares. It there- 
upon distributes that number, or some smaller number of shares, to the 
stockholders as a stock dividend. After the distribution of the stock 
dividend, the stockholder has his original shares, represented by the 
original capital fund; he also has certain shares which he received as 
a stock dividend which are represented by a new capital fund created 
out * the profits realized by the corporation applicable to his original 

tock holding. The additional shares represent the additional wealth 
so created and are income to the stockholder. 

The opponents of the stock dividend principle object to this view be- 
cause the proportionate ownership of the individual stockholder in the 
corporation is unchanged and because the corporation retains posses- 
sion of the assets which constitute the new capital fund. This objection, 
itis submitted, fails to give proper consideration to the fact that income 
is accumulated over a period of time and that what we are now con- 
sidering is the increment of wealth which has come to the stockholder 
at the end of the period, which did not even exist at the beginning of the 
period, and which has permitted an investment of a newly created capi- 
tal fund to be made for his account in additional shares of the corpora- 
tion in which he is a stockholder. As far as the proportionate ownership 
theory is concerned, it is just as logical after the declaration of a 10 
per cent stock dividend, for example, to say that the stockholders now 
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hold 110 per cent of the original capital of the company, or to say that 
a stockholder who had a 10 per cent interest now holds 11 per cent 
of the original capital of the company, as it is to say that because he 
still holds only 10 per cent of the capital stock, therefore he is no better 
off and has received no income. It is, in fact, more logical. 

The opponents of the stock dividend principle also fail to recognize 
the nature of the surplus funds which are created by earnings over and 
above the capital fund. The surplus is the source to which a stockholder 
is entitled to look for distribution of profits. It is fully recognized that 
it is not necessarily represented by cash so as to be divisible at any 
moment of time at the will of the directors; nevertheless, it remains a 
surplus and is in fact represented by surplus assets. If there is a shrink. 
age in the value of assets, the stockholder has a right to expect such 
shrinkage to be charged against the surplus before any impairment of 
capital results and renders it impossible for the directors to pay dividends, 
If losses are incurred, they may be charged against surplus and still the 
stockholder may be entitled to receive dividends out of the remaining 
surplus if the directors deem it wise to declare them. In other words, 
the surplus assets are at the risk of the business as it were in a fluid 
character. 

A definite change takes place in the status of the surplus assets when 
a stock dividend is declared. The surplus capitalized with respect to 
the new issue of stock becomes fixed capital. If there is a shrinkage in 
the value of assets, or if losses are incurred, there results not a diminv- 
tion of surplus, but an impairment of capital, at any rate to the extent 
that the surplus which has been capitalized might have been necessary 
to prevent an impairment. The stockholder loses his right to look to the 
surplus assets as the source from which he may expect to receive cash 
dividends. It may fairly be argued that he has surrendered something 
of value to the corporation through the conversion of his surplus assets 
into capital assets. Is he not entitled to realize something in exchange 
for what he has surrendered? Even on the basis of accounting for in- 
vestments at cost, has there not been some cost involved to him with 
respect to the additional shares of stock issued to him as a stock divi- 
dend? The new shares of stock which he receives are not to be regarded 
simply as a further subdivision or split-up of the capital fund which 
he originally contributed and which was represented by his original shares 
of stock. They represent a newly created interest, as Mr. Hoxsey has 
correctly expressed it, which has been paid for to the same extent as 
the original stock by the application of the newly created surplus assets 
to form an addition to the capital fund. 

Mr. Whitaker would appear to agree that the stockholders of a cor- 
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oration have in fact received income if a dividend is distributed to 


. = them in the form of stock of another corporation. It is indeed difficult 
wuse he agit see how any other opinion could be held. At the risk of becoming in- 


better ggrolved in some of the dangers arising from the use of analogies, it may 

perhaps be permissible to apply one in this connection. Let us assume 
sognize * a public utility company has a franchise in the city of Alpha which, 

rer and a” the opposite side of a river, has a twin city, Beta. The operation of 
cholder the company In Alpha is profitable; but, instead of distributing the 
od that earnings to the common stockholders, the management acquires a fran- 
at any a chise in the city of Beta and invests the profits from Alpha, in the devel- 
nains 2 ay opment of an exactly similar business in the city of Beta. They then 
shrink- distribute to their stockholders the stock of utility Beta as a dividend. 
ot such Mat will surely be agreed that a recipient of this stock has received an 
nent of jg emount of income at least equal to the surplus earnings so distributed. 
idends, a Phe argument of the opponents of the stock dividend theory is, of 
still the EE COUTSes that in this case the stockholder has received something which 
raining fam Pecomes separated from the assets of company Alpha, and that he can 
words, Ma! the stock of company Beta without sacrificing any part of his pro- 

a fluid Me portionate interest in company Alpha. Let these and other legal dis- 
tinetions which can be drawn be admitted. It is still claimed that they 
are legal distinctions which create no practical differences and which 
should not in fact exercise any legal weight, even, beyond the immediate 
questions to which they apply. 

Let us now assume that instead of going through the legal formality 
extent apo! OTganizing a separate company to operate in the city of Beta, the 
sessary MM™nagement of Alpha had invested the earnings in the development of 
-to the fae te property in the city of Beta and had issued stock dividends in re- 
spect of the earnings so employed, so that eventually, instead of owning 
an equal number of shares of companies Alpha and Beta, a stockholder 
held two shares in company Alpha, representing an undivided interest 
in two identical properties, one in the city of Alpha and the second in 
for ine ME Ue city of Beta. Apart altogether from the analogy here sought to be 
m with Me @wn, is it not an economic fact that income equal to the amount in- 
“k divi. ested in the city of Beta has in fact been created and that the shares 
garded of company Alpha, issued to its stockholders as stock dividends repre- 
1 which fae "ting the income so invested, constitute just as fully a realization of 
| shares fe at income to the stockholder as though the distribution had been in 
sey has the form of stock of company Beta? 
teak os Let us assume that in order to realize cash, the stockholder sells, 
s assets Me "°t & separate share of stock in company Beta, but one of his two shares 
of stock in company Alpha which owns identical properties in the cities 
+ a cor (°! Alpha and Beta. What possible application can the principle of pro- 
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portionate ownership have to the economic consideration of such , 
situation? What virtue is there in the bricks and mortar and copper 
and steel in the city of Alpha which distinguishes them from the identica] 
materials of construction in the city of Beta to such an extent that q 
stockholder who owns what is in effect half a share in the city of Alpha 
and half a share in the city of Beta in place of his original single share 
in the city of Alpha, has in any way suffered an impairment of his orig, 
he sale of the additional share of stock which he re- 
ceived as a stock dividend? Yet under the proportionate ownership 
theory the stockholder has received no income upon the receipt of his 
stock dividend and even upon its sale he must deduct one-half the cost 
of his original stock from the proceeds in determining the amount of 
his profit. 

The exact counterpart of this analogy possibly cannot be found even 
in the public utility industry, but there are scores of companies in which 
the growth of the original enterprises, keeping pace with the growth 
of the communities in which they operate, has been productive of » 
substantially equivalent result. This growth is not capital appreciation. 

It is an interesting commentary on certain aspects of finance that it 
refuses to recognize as income an interest in wealth in its productive 
forms, and will accept as income only wealth which has been converted 
into the sterile form of cash. This fundamental error is one into which 


inal investment by t 


the economist, of all people, should not be expected to fall. 

Some opponents of the stock dividend principle betray a degree of 
irritation in their discussion of the subject. They are a little prone to 
achieve a certain economy of argument by prejudging the question. 
Mr. Whitaker has unfortunately not escaped this danger. In his earlier 
paper of March, 1929,*° we find (page 21, lines 10 and 11) the state- 
ment, “since many of the fallacious ideas entertained with respect to 
these dividends are obstinate in the extreme”; (page 22, line 19) “art- 
less though persistent misconception”; (page 23, line 17) “termino- 
logical blunder of the first magnitude”; (page 82, line 9) “stock 


dividend a merely mock flow of value”; (page 82, line 25) “a mock 
transfer of value”; (page 33, line 82) “If the device’* works, the 
editors, competitors, and government are, in a manner of speaking, 


hoaxed, but hoaxing may be good business”; (page 84, line 11) “direc- 
tors thus played upon an almost ineradicable popular illusion” ;** (page 
36, line 15) “we who are rational about stock dividends”; (page 37, line 


0 Tbid., pp. 21-38. 

" Referring to the use of expression stock “dividend.” 

* Referring, according to his own example, to the capitalization of a true earned 
surplus of $9,000,000. 

* Referring to the ] nent of a stock dividend. 
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A MEDIAEVAL TAX PROBLEM ” 

al 

In a memorandum by a tax expert of the fourteenth century we find discusseq A 
some very modern problems. The point at issue was whether a piece of land tha on 
had reverted from pasture to cultivation could be assessed to the local general oe 
property tax at a higher figure. The argument in opposition was based primarily im 
on the fact that a new use of the ind was due to the efforts and outlay of th be 
cultivator, who ought therefore not to be penalized. Our expert decides, however, th 


to the contrary effect for two primary reasons. 


In the first place, a distinction must be made between land other than property. 
Personal property is, indeed, to be assessed at its selling value; but in the case of 
land, the real test is the annual produce or yield value, which does not always be 
immediately reflect itself in selling value. Since land should be assessed according to 
its yield rather than according to the selling value, this particular plot may x 
taken up in the assessment list at the higher figure. 01 
In the second place, a distinction is made between a special property tax or a sl 
land tax in rem and a general property tax. In the case of a tax in rem, it is proper c 
to take account of the expenses or outlay. But a general property tax is a personal ; 
tax upon the individual according to his ability to pay; and it is incontestable that t 
his ability to pay has been increased by his new utilization of the land. if 
The conclusion is that the officials were entirely justified in increasing the assess- ' 
ment. 
It is only recently that attention has been called to the fact that in I 
public finance, as in everything else, there is nothing new under the sun, : 
and that the Middle Ages had in many respects to deal with precisely | 


the same problems which present so much difficulty today. In the course 
of some studies in mediaeval fiscal theories, I have come across an inter- 
esting memorandum, prepared by a legal expert of the fourteenth 
century, which has to deal with the assessment of a piece of land for 
the general property tax. It is well known that in the Middle Ages, while 
movables were supposed to be assessed at their selling or capital value, 
the criterion in the case of land was often yield or produce, as over 
against property. This same problem which has come to vex various 
countries in Europe, and which is today beginning to arouse consider- 
able interest in parts of the American continent, namely as to whether 
land should be assessed according to capital value or yield value, was 
evidently a difficult matter in the Middle Ages. 

The memorandum or legal opinion which is printed herewith is inter- 
esting because of the difference of opinion among the so-called experts. It 
is especially instructive in enabling us to learn how the problem was 
attacked by the expounders of the law. 

We are told by the anonymous expert that in the province of Alex- 
andria in Italy there was a plot which was long used as pasture but 
which now suddenly reverted to cultivation and became fruitful. The 
assessors accordingly raised the assessment, and the problem presented 
itself as to the legality or the justice of this practice. 

The author tells us that the answer would seem to be in the negative. 
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This conclusion is based on the consideration that when a man works 
hard to improve the property he should not be punished for his efforts. 


discusse \ second argument would seem to be the provision of the law that if 
= that anyone, after taking a piece of barren land on a fixed payment (canon), 
Sc improves it at his own expense, the conditions of payment should not 
Y of the be changed. The third argument rests on the general understanding 
however that if a tenant increases the yield of a piece of land through his own 
property efforts and diligence, the rent (pensio) is not to be raised. 

: case of Despite these arguments, our expert deems the contrary opinion to 
t always be the true one. His reasoning is about as follows: 

rding to 


In the first place, the law states that a field cultivated for ten years, 
or a vineyard, or an olive grove, must be entered in the tax lists. In 
tax or a such a ease the produce undoubtedly represents the fruits of industry. 
— So that it is clear that plots improved by human efforts should have 
ble that their assessment raised according to the result of such efforts. Secondly, 


it is an acknowledged principle that if anything falls in value its assess- 


may be 


ed ment ought to be reduced; conversely, if it increases in value, its assess- 
ment ought to be raised. In the third place, the property tax is sup- 
that in posed to be assessed according to the principle of ability; but it can- 
ne sun, not be denied that a more fruitful plot possesses a greater capacity to 
ecisely pay. Above all, when we are told that a thing is worth as much as it 
course will sell for, this applies only to movables; in the case of real estate, 
inter- a thing is worth only as much as it yields. Hence, when there is an in- 
teenth crease in the yield, there is an increase in the ability of the owner. His 
nd for assessment ought accordingly to be raised. The principle that a prop- 
, while erty tax should be levied in proportion to the yield is confirmed by the q 
value, law in reference to the ten-year changes in the fields, vineyards and ’ 
3 over olive groves, mentioned above. The same idea of justice should be ac- : 
ATiOUS cepted by the assessors, who ought to be in a position to relieve a tax- 
sider- payer when his land is not yielding the anticipated returns. In fact, f 
1ether this is the principle followed by all of our assessors: they refrain from ? 
2, Was putting a fine dwelling on the tax lists at a greater figure than a poor 
one, for the reason that the former may be vacant; and, conversely, if a 
inter- house contains well-paying shops or taverns, the assessment will at once 
ts. It be increased because of the higher rents that are paid. 
1 was It remains now, says our expert, only to confute the positive argu- 
ments on the other side. As to the first point, it must be remembered 
Alex- that there are three kinds of taxes: taxes on the person, like the poll 
e but tax; taxes on the particular piece of property, irrespective of the per- 
The son, like the land tax (tributwm or census); taxes on the person meas- 
onted ured by his wealth, like the general property tax (collecta). Now a tax 
ona particular piece of property is assessed only on the so-called tax- 
itive. liable thing and not on other things, which as the result of a man’s 
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industry and diligence are not liable. It is quite otherwise with the 
general property tax, which is levied on the individual because of }j, 
wealth and according to his ability to pay. It is immaterial, further. 
more, whether the ability is due to increased effort or outlay. For jf 


the taxpayer had not incurred the outlay for that particular plot, the 
expenditure would have taken the form of cash or of other things which 
are subject to the general property tax. , 
In the second place, with reference to the barren-land argument, the 
law states only that the assessment shall not be raised during the period 
in question. It is silent on the problem of what should happen after the 
expiration of the period. Moreover, it is certain that if the trees in ap 
orchard die, their value should be subtracted from the value of the 
orchard, not indeed during the interval but at the expiration of the 
term. The same consequently holds good as to any increase in value, 
In the third place, there is no force in the argument about improve- 
ments. The law speaks only of reclaiming land through efforts and labor 
great enough to deplete one’s wealth. But in this case the tillers of the 
soil have become rich, not poor. Above all, this particular plot was not 
barren, but only fallow. It was a common or open field and as soon as 
population increased and the plot was split up into severalty, it returned 
to cultivation. For all these reasons it is clear, concludes our expert, 
that the assessors were entirely justified in raising the assessment. 
The opinion just discussed is enlightening, not only because of the 


distinction that it draws between what we should nowadays call taxes 
in rem and taxes in personam, that is, between semi-personal and per- 


sonal taxes, but because of the light that it throws on the choice between 
property and produce as the criterion of wealth—both of them eminently 
modern and difficult problems. It is precisely in our agricultural sections 
today, with the nense fall in the price of wheat and cotton, only 
slowly reflected in the changed selling value of the land, that many of 
our farmers are beginning to doubt the alleged superiority of the tradi- 
tional American property tax as compared with the European method 


of utilizing produce rather than capital value as the criterion of lia- 
bility. 


We print herewith in parallel columns the original Latin as it is 


found in the twelfth volume of the great collection of juristic writings 
published in Venice in 1584, “Tractatus illustrium in utraque tum pon- 
tificii, tum caesarei juris facultate juris-consultorum,” together with a 
translation for which I am responsible. 


Epwrin R. A. SELIGMAN 


Columbia University 
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CONSILIUM 


In agro Alexandrino est praedii 
nuncupatum Frascheta, quod per 
muita tepora retroacta fuit inculti 
& pro pascuis habitum. Nunc redac- 
tum fuit ad cultura, ita ut exeo per- 
piantur plurimi fructus & redditis, 
in nova confectione extimi seu catas- 
tri, ratione cuius imponuntur collecte, 
vensitores auxerunt extimum dicto 
praedio. Quaeritur an hoc de jure 
fieri potuerit. 


Et videtur dicendi q non, per tex. 
in L. fi. C. de Alluvio ubi dicit tex. 
Et quae paludibus vel pascuis vide- 
hitur aseripta, si sumptibus posses- 
sorum ad frugum fertilitatem trans- 
lata sunt, vel vendi vel peti, vel quasi 
fertilia separatim censeri, vel func- 
tiones exigi non concedimus, & subdit 
rationem, ne doleant diligentes ope- 
ram suam agri dedisse culturam, nec 
diligentiam suam sibi damnosam in- 
telligant. 


& ideo dicit ibi Bal. summando il- 
lum tex. q. + census non est augen- 
dus, licet possessio reddatur fertilior 
sumptibus & sollicitudine possessoris ; 
& ibi invehit contra insatiabiles, mise- 
ros et avaros praelatos. Saly. etiam 
ibi dicit, q impinguatio terrae, vel me- 
lioramenta culturae nO faciunt tributa 
crescere. 


Ad idem facit tex. in l. pe. C. de 
omni agro defer. lib. xj. ubi dicit tex. 
q sialiquis susceperit fundum sterilem 
sub pollicitatione certi canonis, si cum 
magno labore & expensis melioravit, 
nullam descriptionem, aut innovati- 
onem sustinere debebit: & ibi etiam 
Bar. no. illum tex. contra praelatos, 
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OPINION 


In the province of Alexandria 
there is plot called Frascheta which 
has for a long time been uncultivated 
and used as a pasture. Now it has re- 
verted to cultivation so that it yields 
much fruit and produce. As a conse- 
quence in making up the new tax 
list, on the basis of which the gen- 
eral property tax is levied, the as- 
sessors duly raised the assessment of 
the said plot. Query, was this a cor- 
rect procedure? 


It seems that the answer should 
be in the negative, according to the 
text on the law of Alluvium. For this 
states that if a plot has been entered 
as a swamp or pasture and is then 
converted into arable land at the cost 
of the owner, it is not permissible to 
list it as a quasi-fertile tract and then 
to subject it to the property tax. 

The reason for this is alleged to 
be the thought that diligent people 
should not suffer for having made 
their land cultivable, and that they 
should not feel that their diligence 
is a detriment to themselves. 


Baldus says on this point that the 
land tax must not be increased even 
if the property be made more fertile 
through the outlays and the effort of 
the owner; and he therefore inveighs 
against the insatiable, the miserable, 
and the greedy prelates [who pursue 
the practice]. Salicetus also says on 
this point that the reclamation of a 
plot or its better cultivation does not 
justify an increase of the tax. 


On this point there is a section 
of the law which states that if anyone 
has taken over a barren plot on the 
promise of a definite rental and there- 
upon improves it with much labor and 
expense, he is not to be subjected 
to any new condition or change in the 
rental. 
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pro hoc etiam fa in 1. quisque. 


la iij. in princi. eo. tit. & in. 1. cum 
satis § caveant. C. de agri. & censi. 
& in. |. j. C. in quib. eaus. col. cen. 
do. eo. lib. & tex. in c. fin. extra de 


privile. 


Tertio adduci pro has 
quod voluit gl. 
g 


irte potest, 
& doc. 1. si merces. 


conductor 


§ vis. major. ff q si 

+ propter eius diligentiam recol- 
ligit majores fructus, non debet ei 
accresci pensio, pro quo bene facit 
tex. in. ]. ij. C de fun. rei priva. & 
in. ]. ij. de fun. & al. prae. navic. li. 
xj. Supradictis tamen non obstanti- 
bus contrariam sententiam de jure 
puto veriorem. 

Et primo moveor per tex. in 1, 
forma ff. de censi. ubi tex. dicit, q in 
censum referri debet arvum, quod in 
decem annos proximos satum erit, 
vinea quod vites habeat, olivae quot 
arbores habeant, & tunc nulli dubium 
est, q segetes, vinum et olium & si- 


milia sunt fructus industriales in 
quibus acquirendis 
tur industria & dilig 
per Bar. in. 1. & ex diverso, in ij. 
col ff. de rei ven. & in. 1. fi. infi. 


lurimum versa- 


ntia hominis, ut 


prin 
ff. ad 1. fal. & per Bal. in. 1. pro 
oneribus. C. de jur. do. & in ru. C. 
de fruc. & lit. ex; in ]. j. in fi. 
C. de usu. & fru. leg. & in 1. ancille. 
in. viij. oppo. C. de sur. & dicit in 
auc. qui rem. C. de fac. fan. ec. in ij. 
not. q + si vinea modico tempore 


non colitur, exiccat 
deterioratur, ergo pro! 


in perpetuu 
itur q ea quae 


industria, & diligentia hominis fer- 
tiliora redduntur, debent in censum 
poni, & vel plus, vel nus extimari, 


prout etiam industria hominis melio- 
rata inveniuntur. 

Nam dicit Bar. in. d. ] 
illum tex. q si res deter 


catastrum minui, ergo 


forma per 
oratur, debet 
1ugmentari re 
umentum de 

illo 


meliorata, cum valeat arg 
damno ad lucri & probatur in 
tex. 
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Bartolus confirms this by Citing 
various other texts to the same effec 


In the third place there may ha 
adduced in the same sense the glosses 
and the opinions of the professors tp 
the effect that if a tenant increases 
his yield through his own diligence 
the rental is not to be raised. 


Nevertheless despite these argu- 
ments I deem the contrary opinion 
to be the true one. 

In the first place I am influenced 
by a legal provision which states 
that there must be entered in the tax 
list a field which has been sown for 
ten years, a vineyard which bears 
vines, an olive grove which contains 
trees. There is no doubt that the 
crops, the wine and the oil, and simi- 
lar produce, constitute the fruits of 
industry to the acquisition of which 
human efforts and diligence are es- 
pecially directed. Bartolus and Bal- 
dus tell us in several passages that 
if a vineyard is allowed to go uncul- 
tivated for a short time, the vines 
will dry up and suffer a permanent 
deterioration. It is accordingly 
proved that those plots which are 
made more fertile by human industry 
and diligence ought to be entered in 
the assessment lists and be valued 
at a higher or lower figure according 
as they are found to be affected by 
human effort. 


In the second place Bartolus af- 
firms in a certain passage that, if 
anything deteriorates, its assessed 
value ought to be reduced; conse- 
quently if it improves, its assessment 
ought to be increased, since the ar- 
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Tertio; quia onera collectarum im- 
ponuntur pro modo facultatum 1. j. 
¢. de mun. patrimo. & ibi glos. 1. fina 
C, quo. civi. mun. indi. & 1. ij. & 1. 
pro locis. C. de anno. & trib. lib. x. 
Bar. in l. j. C. de mulier. & in quo 
lo. lib. xj. & docto. in. 1. placet. C. 
de sacrosan. eccle. 

Et ideo dixit Bar. in auc. sed cum 
testator. in ij. Col. C. ad leg. falci. 
quod in civitatibus, ubi sit catastrum, 
quis non praesumitur ignorare vires 
patrimonii, facit quod voluit Bald. in. 
|, ij. in pe. col. versi. denuo quaero. 
(, de rescin. vendi. quod per + ca- 
tastrum probatur extimatio rei, bene 
etiam facit, quod dicit Barto. & se- 
quitur Ale. in 1. iij. C. de praedi. 
navicu. lib, xj. q res tantum prae- 
sumitur valere, quantum est exti- 
mata in extimo: & subdit ibi in fi. q. 
id quod dicitur, q res tantum valet, 
quantum vendi potest, habet locum in 
rebus mobilibus, quarum nulli sunt 
redditus, secus in immobilibus: quia 
extimantur secidum redditus, adduci 
etiam potest, quod voluit loan. And 
& post eum Gemi. in c. si pluribus, 
in j. col. de praebent. lib. vj. quod 
beneficium dicitur esse maioris valo- 
ris, quod labet plures redditus. 


Hoc stante, ille dicitur habere 
plures facultates, qui habet plures 
fructus & redditus, ut inquit Bar. in. 
d. 1. pro locis, quia res tantum valet, 
quatum in fructibus respondet, ergo 
merito cum fructus praedij sint aug- 
mentati, & per consequens facultates, 
ideo debent, qui talia praedia habent 
majorem collectam subire, & sic 
majus extimum.,. 


& bene ad propositum nostrum 
dixit Imo in 1. apud Julianum. § 
haeres ff. de lego s. refert & sequitur 


gument drawn from a loss is ap- 
plicable conversely to a gain, as is 
shown in that text. 

Thirdly, because it is declared in 
a number of texts that the burdens 
of the general property taxes should 
be levied on individuals in propor- 
tion to their abilities. 


And in the same way Bartolus 
states in various passages that in 
towns where there is a survey and 
valuation no one is presumed to ig- 
nore the capacity of the property, a 
point in which he is in agreement 
with Baldus who tells us that the 
assessment put upon anything is to be 
tested by its real value. In the same 
way Bartolus, and following him 
Alexander, asserts that a thing is 
presumed to be worth as much as it 
is assessed in the tax list. He adds 
that when it is said that a thing is 
worth as much as it will sell for, this 
applies only to movables, of which 
we cannot predict any yield, but that 
it is quite different in the case of im- 
movables which we value according 
to their produce. To the same effect 
there may be adduced what Andrea 
and after him Geminianus state, to 
the effect that a benefice is said to 
be worth more when the returns are 
greater. 

This being true, he may be de- 
clared to possess a greater ability 
who enjoys greater fruits and returns 
because, as Bartolus says, a thing is 
worth as much as it yields. Hence 
when there has been an increase in 
the yield of a piece of land and con- 
sequently in the ability of the owner, 
he who possesses such a plot must 
in the same way submit to a larger 
tax and hence to a higher assess- 
ment. 

In reference to this proposition 
of mine Imola asserts very truly in 
various passages that a property tax 
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aux. in 1. rescripto. § fin. ff. de mu. 
& hono. q collecta ius imponi 
tur habito respectu ad redditus quam 
ad valorem rei. & 
d. l. forma. ibi, a m, quod in decem 
annos proximos fatum erit, 
quod vites habeat, va quod ar- 
bores & post subdit tex illam enim 
equitatem debet admitter 
ut officio ejus cong 

qui in publicis tabulis delato 
frui ex aliquibus 


probatur in 


vinea 


censitor, 
levari eum, 
modo 
non potest. 


isitores obser- 


Istud etia nostri 
vant, nam pro domo etiam praetiosa 
solvitur tantum, quantum pro vili, 
nec plus talem domum in catastro 
ponunt quam vil hoc est, quia 
domus pretiosa q sterilis, 
quia non respond edditus pretio 
domus, ut no. Bal. per illum tex. in 
l. fi. § sin autem | 
lib. & ideo solent 
in domo aliqua 
tabernae meritorias eri extimum; 
quia per illas augentur redditus 
domus. 


le bo quae 
censitores si 
ipothece, vel 


Restat modo 
contraria respond 
mittendum 
munus patrimonial 
1. j. C. de mu. et 
Bar. in 1. a C. de n 
lib. ll. per doc. 
sae. san. ecc. 

Quoddam est. n. imponitur 
personis tantum nullo habito respec- 
tu ad res, & istud dicitur capitatio 
l. etatem ff. de cen 
imponitur rebus, 
respecto ad persona 
tributum seu césus modo 
imponeritur, declarat Pan. de Ca. in 
d. 1. placet. 

Quoddam est, 
principaliter pers 
tu ad res, & istud 
lecta, & in isto prin 
persona, 
imponitur clericis 


est, 


lam quod 
iullo habito 
d vocatur 


hoc 


imponitur 
ito respec- 


1] atur col 


secund i 
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is to be levied with reference to the 
yield rather than to the selling yalye 
of a thing; and this is proved by the 
passages quoted above which dea] 
with the ten years’ change in th 
fields, the vineyards, and the olive 
groves. The same idea of justice 
should be accepted by the assessoy 
as it is only meet that in this ollice 
it should be possible to relieve ay 
individual who for some reason or 
other is not enjoying the yield ep. 
tered in the public lists. 

In fact our assessors observe this 
rule, since as much is paid for a fine 
house as for a poor one. Nor do they 
assess the one higher than the other, 
the reason being that a valuable house 
is sometimes vacant, and that the 
rent therefore does not correspond to 
its selling price, as Baldus tells us: 
and in the same way if a house con. 
tains well-paying shops or taverns 
the assessors are wont to raise the 
assessment because of the higher 
rents that are paid for the house. 


It remains only to answer the ar- 
guments on the other side to which 
it must be premised that, as both 
the glossators and Bartolus tell us, 
there are three kinds of taxes on 
property. 


Sometimes the tax is levied on the 
person irrespective of the thing, and 
then it is called a poll tax. Sometimes 
it is levied on a thing irrespective of 
the person and then it is called a 
special property tax tributum or 4 
census, and how this is to be levied 
is explained by a commentator. 


Sometimes it is levied primarily 
on the person, but with respect to 4 
thing and then it is called a general 
property tax (collecta). Inasmuch 4s 
the obligation there rests primarily 
on the person and only secondarily 
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est tex & glo. in 1. rescripto. § fi. ff. 
je mu. & hono. & doc. in locis. s al- 
legatis. & ideo quamvis regulariter 
vocetur munus patrimoniale, Tamen 
Bald. vocat illum mixtum in 1. prae- 
Jia. C. de fidei. in 1. propter. C. qui 
ho. ced. pos. & in l. civitas. in 3. 
colum ff. si cert. pet. 

His sic praemissis dico, q con- 
traria loquuntur in tributo & in 
munere, quod imponitur tantum 
rebus, nullo habito respectu ad per- 
sonas, ut aperte apparet in illis ll. 
nos vero loquimur in collecta + quae 
imponitur principaliter personis. 
datio autem diversitatis est; quia 
tributa debent tantum solvi de rebus 
tributariis, & non de alijs, sed ex in- 
dustria & diligentia hominis non sunt 
subjectae tributo, secus autem est in 
collecta, quae principaliter imponitur 
personis propter res et juxta modum 
facultatum, unde sive in augmento 
facultatis intervenerint expensi sive 
industria & diligentia, non est cu- 
randum; quia in his obligata persona, 
& debet solvi de omnibus rebus, unde 
si istae expensae non esset factae in 
illo praedio, haberentur, vel in pe- 
cunia, vel in alijs rebus, de quibus 
omnibus solvitur collecta, ut per 
Bart. in d. 1. I de mul. & in quo lo. 
in 3. col. Bald. in 1. etiam. C. de 
exec. rei. judi. & similem distinc- 
tionem facit Bar. in cosi. 180. 


Sed specialius respondendo dico q. 
non ob. |. fi. de alluvi. nam non dicit 
text. quod non debet augeri census, 
sed q. non debent separatim céser: 
« ita intelligit Odof. quem tamen non 
vidi & abiter intelligendo cotrarietur 
legi praecedenti. 
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on the thing, it cannot be levied on 
the clergy or the foreigner, as the 
texts prescribe. Although the collecta 
is commonly called a property tax, 
Baldus terms it a mixed tax. 


This being premised, I say that 
the case of a special property tax 
(tributum) or a burden which is 
levied only on things without regard 
to the person is something entirely 
different from a general property tax 
or collecta which is levied primarily 
on the person. The reason for the dif- 
ference is that the special property 
taxes (tributa) are payable only on 
the special pieces of property or the 
so-called tax-liable things and not 
on other things which as the result 
of a man’s industry and diligence are 
not liable. But it is quite otherwise 
with a general property tax which is 
levied primarily on the person be- 
cause of his wealth and according to 
the rule of ability. So that if in the 
case of an increased ability there 
have been any outlays or expendi- 
tures of effort or industry, we need 
pay no attention to this, because it 
is the person who is obligated and 
who must pay on all his possessions. 
Accordingly, if those outlays had not 
been made for that particular plot of 
land, they would have taken the form 
either of money or of other things 
all of which are liable to the gen- 
eral property tax, as Bartolus ex- 
plains Baldus makes a similar dis- 
tinction. 

But to answer the arguments on 
the other side more particularly I 
say that there is nothing in the above- 
mentioned law on the swamp land. 
For it says not that the census ouglit 
not to be increased, but only that the 
plots must not be assessed separate- 
ly. And it is so understood by Odo- 
ford. Any other interpretation would 
conflict with the preceding law. 
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non dét 
npore, sed qu 
non vi dubii, 
quod possit augeri; quia de hoc est 
tex. in 1. vitia. quae est l. v. ff. de 
censi. & ita ibi intelligit glo. ultra 
allega. d. 1]. fin. de alluvio. & facit 
d. 1. forma. ubi dicitur, quod qfi sit 


Vel secundo dico, q 
augeri census medio 
sit novus census, 


novus census, minuentur arbores, 
quae sine culpa perierunt sic etiam 
augétur, si auctae sunt, medio autem 
tempore non videtur licere, & facit 
etiam in proposito. q. quavis locator 
non possit augere conductori pen- 
sionem medio tpe propter majoris 


finita locatione 
nvenit conduc- 


fructus perceptos, ti 
pot carius locare, si 
torem. 


Non ob. 1. pe. ¢ omni agro 
defer. quia in casu nostro cessat rO 
+ illius legis, ergo dét & lex, 
dicit enim ibi tex. qui fundos steriles 
reddiderant magno labore & im- 


» patrimonio, sed 


rut ex egentis 


pensa pene exhaust 
qui hoc prae dium colu 


& pauperibus divites facti sunt. 
Item possit dici, quod ibi fuerunt 
compulsi a principe, unde magis sub- 
venitur cum facerent ex necessitate. 
Praeterea advertendii est, q. istud 
praedium non erat sterile, sed incul- 
tum; quia cum essent pauci homines, 
& sufficerent praedia viciniora, illud 


remansit incultum. 


Accedit q, erat comune pluribus 
pro indiviso, & ideo illis liscordanti- 
bus negligebatur, ideo cum crevis- 
sent homines & pretium tandem fuis- 
set divisum, redactum est ad cul- 
turam. 

Ex quibus concluditur, Césitores 


potuisse jure illi augere extimum. 


Edwin R. A. Seligman 
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In the second place I assert tha 
the tax must be increased not indeed 
in the interval, but only when there 
is a new [ four-year] assessment; and 
in that case there is no doubt byt 
that it can be raised. This ig cop. 
firmed in the laws which state that 
in case of a new tax the trees which 
have died without any fault of the 
owner should be subtracted, but jf 
they have increased in number, the 
assessment ought to be raised. But 
in the interval this does not seem to 
be permissible, just as it is not al- 
lowable for a landlord to increase 
the rent during the term of a lease 
on the pretext of higher returns; 
while of course he can demand a 
higher rent at the expiration of the 
lease if he finds a tenant willing to 
pay. 

Nor is there any force in the above 
law about improvements on the land. 
For in our case the reason of the law 
disappears and the law can thus not 
be cited against us. The law speaks 
of restoring barren plots through 
great labor and outlays well nigh 
large enough to exhaust one’s wealth. 
But in this case those who have tilled 
the land have been converted from 
poor and needy persons into rich 
ones. 

The same might also be said be- 
cause they were forced to do this by 
the overlord, whence it is clear that 
they acted by compulsion. 

Moreover it is to be noted that 
the plot was not barren, but only 
fallow because, as there were few 
men and plenty of plots in the neigh- 
borhood, that particular one re- 
mained uncultivated. 

To this is to be added the fact 
that being a common or open field, 
the disputes caused it to be neglected. 
3ut when population increased, and 
the plot was split up in severalty, it 
returned to cultivation. 

From which we may conclude that 
the assessors were justified in in- 
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Quae conclusio comfirmatur & absque 
jubio procedit; quia + extat con- 
suetudo, quod extimum augmentatur 
melioratis praediis quomodocunque. 
Nam ut dicunt doct. in locis s, al- 
legatis, consuetudine induci potest, ut 
imponetur collecta forensibus, licet 
slias de jure. Hoe no possit fieri, 
ergo facilius consuetudine induci po- 
terit, ut extimum augeatur, argu. 1. 
patre furioso. ff. de his qui sunt sui 
vel alie. jur. 

Ultimo tollitur omnis difficultas 
propter auctoritatem principis, quae 
intervenit; quia princeps_ potest 
augere extimum & onera, ut per Bar. 
in |, j. C. de coll. do. libro. 


Laus Deo & Virgini. 
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creasing the valuation. This conclu- 
sion is confirmed beyond the possi- 
bility of doubt because of the cus- 
tom of increasing the assessment in 
case of any improvement in cultiva- 
tion. For, as the doctors say, custom 
can permit a general property tax to 
be levied on foreigners even though 
it be ordinarily illegal. So that it is 
clear that custom may justify an in- 
crease in the assessment. 


Finally all doubt is removed by the 
fact that this is done by the authority 
of the prince, because, as Bartolus 
tells us, it is always the prerogative 
of the prince to increase assessments 
and taxes. 

Praise be to God and the Virgin. 
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THE SHANGHAI TAEL 


Of the various taels used in China the Shanghai tael is by far th 
best known and enjoys the widest circulation. Its principal field of use js 
Shanghai. It is also made use of as far north as Manchuria and as far 
south as Kwangtung, especially for contracts where a relatively stable 


unit is desired. In spite of the wide fluctuations in the gold price of silver 
the purchasing power of the silver tael in China has shown as much, if 
than the purchasing power of gold in gold standard 
in the price of silver of the last year or two is, to a 

large extent, merely a rise in the value of gold. Although an extensively 
} 


used monetary unit, the tael continues uncoined. It is a unit of account 
rather than a hand-to-hand unit.’ 


not more, stability 


The Shanghai tael, according to its silver content, is worth about 
82 cents in terms of United States money when the price of silver is 30 
cents an ounce. The silver content of the Shanghai tael has not been 
defined by law, but like that of the other taels has been determined by 
custom and tradition. Different figures are therefore encountered regard- 
ing the exact weight and pure silver content of the tael. 

The weight of the Shanghai tael is based upon that of the Tsaoping 
tael, which is a so-called weight tael and not a monetary tael. The dis- 
tinction between weight taels and monetary taels arises from the differ- 
ences in the standards of silver, and from certain old established cus- 
toms. The computation of the Shanghai tael makes this distinction 
clear. 

At Shanghai the unit of weight used for a variety of purposes is the 
Tsaoping tael, which weighs 565.5 grains (sometimes considered as 
565.65 grains). For monetary transaction, however, the tael refers to 
a certain kind of silver, namely a Tsaoping tael’s weight of silver that 
is 944 fine. Fineness, however, is computed according to the Kuping basis 
of purity. According to the Kuping basis, silver is regarded as pure when 
it is actually 987 to 989 fine. (The figures can only be given approxt- 
mately.) Thus, the 944 fineness becomes actually about 933. Further- 
more, according to old convention, 98 taels’ weight of silver will satisfy 
a debt of 100 taels. Thus 98 Tsaoping taels’ weight of silver about 933 
fine equal 100 Shanghai monetary taels. This gives a net weight of about 
517 grains of pure silver to the Shanghai monetary tael. 

In spite of these careful computations, the weight of the Shanghai 
taecl recognized in most modern transactions is slightly more than this, 
namely, 518.512 grains of silver 1,000 fine according to western stand- 
ards of fineness. This latter figure is determined on the basis of a Tsaop- 


1 Scattered cases exist during the history of the tael, of tael coins being minted and 
tae] notes being issued 
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ng tael of 565.65 grains 11/12 fine (i.e., 916-2/3) which, it will be seen, 
aves the figure of 518.512 grains. This weight for the tael is that ac- 
cepted by the Shanghai Foreign Exchange Bankers Association to be 
ysed by members of the Association, and is the weight specified in the 
recent sale of the Shanghai Electricity Department. 

The Chinese Bankers Association has not defined the weight of the tael, 
nor is a formal definition considered necessary by them. The determina- 
tion of what constitutes a tael is left to the “Kung Ku Tsu,” or the so- 
called public assayers’ association which stamps each silver shoe, or 
lump of silver, with the number of taels in the shoe, as well as the fineness 
of the silver, and which issues a certificate stating the number of taels 
contained in the particular box of sycee, as the shoes are called. The 
number of taels specified in the certificate is accepted as final in settling 
tael accounts with sycee. According to the practice of the “Kung Ku 
Tsu,” a tael will represent approximately the same amount of silver as 
that mentioned above. 

A large part of the silver in China, especially in the banks, is in the 
form of these silver shoes, or sycee. The shoes are peculiarly shaped 
lumps of silver containing approximately fifty taels to the shoe. The sil- 
ver is packed in boxes, sixty shoes to the box, or thus about 3,000 taels 
to the box. These boxes are moved about freely in payment of accounts. 

The fact that different standards of pure silver exist in China has 
led to a confused system of marking silver that is better than what is 
regarded standard, with a figure representing the “betterness” as it is 
called. Thus the Shanghai standard for fine silver is really 933 fine ac- 
cording to western standards of pure silver. If a 100 tael lump of silver 
were actually 1,000 fine it would be marked with a betterness of 6.7 
(933 plus 67 equals 1,000). Inasmuch as the silver ordinarily is in the 
form of shoes containing about 50 taels, the betterness would be shown 
as half this amount, or 8.35. 

The tael is divided into 10 mace, 100 candareens, and 1,000 cash. 
Originally a string of 1,000 copper cash coins was regarded as the 
equivalent of one tael of silver. Sixteen taels make a catty, and 100 cat- 
ties make a picul. The weight tael is often regarded as equal roughly to 
1 1/3 ounces avoirdupois. This, it can be seen, is only approximate, 
since the exact weight obviously depends upon the particular kind of 
tael. 

Although a great variety of taels are still used in China, the best 
known and most widely used taels are as follows: The Shanghai tael, the 
Haikwan tael, the Kuping tael, the Tsaoping tael, the Tientsin tael, the 
Hankow tael, the Canton tael, and the Peking tacl. The weight of the 
different kinds of taels ranges approximately from 500 to 600 grains. 

The Chinese silver dollar, which is similar in size and general appear- 
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ance to the old Mexican dollar, but slightly lighter than the Mexicap 
dollar, weighs about 868.96 grains of pure silver, and thus contains 
only 71.15 per cent as much silver as the Shanghai tael. This figure, 
71.15, might therefore be regarded as the bullion parity between Chinese 
dollars and Shanghai taels. Inasmuch as dollars are continually being 
offered in Ne for taels, and taels being offered to buy dollars, and 
inasmuch as the demand of the one for the other is never constant, while 
the supply of these two kinds of money changes only slowly, the rate 
between the two fluctuates from day to day, remaining close to the bul- 
lion parity of 71.15. The fact that the rate is usually a little above the 
parity is accounted for by the cost of minting the dollars. The cost to 
the government of minting 100 dollars, including the cost of the silver, 
amounts to little over 72 ta a4 
Efforts to abolish the 


tael and extend the use of the Chinese silyer 


dollar have frequently been made. The use of the Chinese dollar has there 
fore been expanding rapidly in recent years at the expense of the tael, 
Although the new so-called customs gold unit, worth forty cents in 
United States money, and in terms of which customs dues are fixed 


and payable, is making substantial headway, silver is still the standard 
of value for most transactions within China. 
Joun Parke Youne 
Occidental College 
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COMMUNICATIONS 
Advertising and Economic Theory: A Criticism 


Mr. Stocking’s article’ on the relationship between advertising and eco- 
nomic theory appears to imply a too great inadequacy of neo-classical 
economics, and over-emphasizes the subversive effect of this institution on 
the accepted body of doctrine. His contention is that it is essential to eco- 
nomic theory that consumer preference be entirely independent of the pro- 
ducers of goods.? He then proceeds to demonstrate that advertising may 
be utilized to manipulate consumer demand, and concludes that, therefore, 
the traditional analysis relative to the flow of capital goods and the returns 
to the factors of production is inadequate.* The reason for this conclusion 
would appear to be the fact that if the activity of producers can, of itself, 
create the wants that determine the reward to those factors, it cannot at the 
same time be held that consumer preference acts as a guide to production, 
and conditions the distributive shares. 

There is no necessary implication in classical economics that the character 
of consumer demand is determined entirely independently of the efforts 
of producers. The productivity that governs the rewards to the factors of 
production in the Marshallian analysis has to do entirely with additions 
to the sum total of utility; and utility is regarded as purely a matter of 
relationship between the commodity and the consumer. Anything enhancing 
this relationship—increasing utility in the mind of the consumer—is re- 
warded proportionately, and the question of the source of such enhancement 
is irrelevant to the doctrine. In fact, it is generally cited as one of the 
advantages of advertising that it tends to stimulate the ascendancy of those 
producers most successful in creating utilities—thus making for the most 
eflicient utilization of productive resources by the only criterion that is 
known to economic theory. 

Advertising came into being largely to facilitate the distribution of the 
huge product of large-scale and roundabout methods of production and, as 
Mr. Stocking has indicated, this still persists as one of its most important 
functions. Contact between a commodity and a consumer is essential to the 
relationship of utility. Advertising is largely a specialized device adapted 
to the needs of marketing goods in far-flung areas. It cannot be held that 
a commodity would have no utility if unadvertised and otherwise presented 
to the consumer. The act of presentation is merely one of the essentials 
to the completion of a potential reaction, and is not, of itself, either the 
source of the potentiality, or the cause of the utility. Advertising of an 
informative character is clearly limited to such influence. Competitive brand 
advertising, on the other hand, operates in a large measure merely to identify 
the potential demand for a type of commodity with the product of a par- 
ticular producer—but, as will be demonstrated below, without thereby en- 
dowing that producer with any considerable power to regulate his profits 
through manipulation of this demand in the manner Mr. Stocking discusses. 

Mr. Stocking has, however, apparently imputed to advertising the power 
to create desire where none would otherwise exist—a type of desire almost 
limitless in quantity and impervious to competitive influences. In no other 

* American Economic Review, March, 1931, pp. 43-55. 

*Tbid., pp. 45-46. 

*Ibid., pp. 54-55. 
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way would it be } le to manipulate consumer demand in such a manner 
as to condition the return to a producer at his will.* Curiously enough, in 
another connection, t! nfin te potentialities of individual tastes are Stressed, 
whereas the existence of this condition is one of the strongest factors limiting 
the operations of the producer of any single commodity. 

In this conne tion Mr. Stocking is referring more particularly to develop. 
ments in the field of advertising that may be characterized as competitive 
instead of informa \ brief examination of the causes for the growing: 
importance of this type of advertising may illustrate that its use involves a 
inconsistency with neo-classical economics. 

The utilization of large-scale and roundabout methods of production in- 
volves the extension of markets. This may generally be accomplished either 
through the opening up of new territories, or through the reduction of 
price to appeal to 1 strata of buyers. Both processes, of course, go on 
simultaneously. Frequently individual producers find it within their power 
for a time to extend the demand for their products through capturing a part 
of a competitor's ket. Each of these methods of market extension ayvail- 
able to individual producers has, however, its distinct limitations. Once the 
lowest strata of buyers have been reached by reductions in price, and ad- 
vertising and sal inship have carried the product to the less profitable 
market areas, inela limits to the general market for any commodity tend 
to be encountered. 

Under these conditions competition between producers for a market of 
limited extent tends to generate equally rigid limitations to the proportion 
of this general market available to any single producer. Informative ad- 
vertising, utilized in introducing the commodity to new market areas, tends 
to give way to competitive advertising. Brands and trade-marks are resorted 
to in an effort to reta portion of this limited general market by identifying 
it with the product » particular producer. Not uncommonly the power of 
this advertising places such producers in a quasi-monopolistie position with 
respect to this porti f the general market, with the result that the size 
of the market avail to any single quasi-monopolist is thereby limited. 
This condition has come to be known in economic theory as duopoly, when 
competition has proceeded to the point where only a few large and powerful 
producers remain. 

Rapid increases in per capita productivity during the past three decades 
have caused inelastic limits to the profitable extension of the markets for 
many products to be encountered, and thereby presented the necessity for 
continual diversifi n of production. This fact accounts to some degree 
for the rapid devel pment of comp<¢ titive advertising, and for the increasing 
significance of d y in American industry. It is under a condition of 
duopoly—with the producers in a quasi-monopolistic position—that Mr. 
Stocking’s conten would appear to have its greatest validity, for here 
the opportunity to control consumer demand would be most favorable. Even 
here, however, no genuine conflict with neo-classical economics may be found. 

It is not altogether clear just what Mr. Stocking means by “control of 


demand,” nor precisely how the classical doctrine of value and distribution 
is affected by this phenomenon. If he implies that by adding advertising, 
and other marketing costs, to production costs we to some degree deprive 
the supply and demand curves of the independence of one another that 


“Tbid., p. 47. 
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classical economics attributes to their relationship—there is a measure of 
validity to his contention. The revision entailed is, however, not very signifi- 
cant. It involves merely the introduction of a new element of cost that usually 
effects a new point of equilibrium and integrates the supply and demand 
schedules, due to the effect of marketing expenditures on demand. Essen- 
tially, however, the marginal character of the analysis remains unaltered. 

If. however, by “control of demand” is meant the power to determine to 
any considerable extent the quantities of a good that can be sold at given 
prices; the proposition becomes almost unsupportable. Yet this seems to be 

he contention of Mr. Stocking. Even under conditions where extensive brand 
advertising has operated to place a producer in a quasi-monopolistic position, 
some proportion of his market is certain to remain marginal, and to purchase 
is article in preference to others only so long as it meets certain standards 
of cpus and price. 

The very diversity of human wants that Mr. Stocking indicates precludes 
the possibility of significant extension of the general market for any single 
product, even with additional price concessions and the force of advertising. 
[here is a point beyond which another commodity is preferred to a second 
unit of a first at almost any price that is ordinarily possible. 

Once such a condition of saturation exists in the general market for a 
product, and particular proportions of that market are dominated by power- 
ful duopolists, important extension of the market of any one of the producers 
becomes severely limited by the similarly strong position of the others, and 
the impossibility, ex hypothesi, of profitable extension of the general market. 
Price concessions by any one of the duopolists generally invoke similar 
action on the part of the others, and the amount of the reduction ordinarily 
possible usually fails to extend the general market for the product to any 
important degree at this stage. Similarly, the utilization of advertising as 
a method of extending the market of any of the individual duopolists gen- 
erally entails prohibitive costs at this point, as a result of the saturated 
condition of the general market, and the quasi-monopolistic position of the 
other producers. The very power of advertising utilized by competitors thus 
operates as a limiting factor to any single producer who seeks, by the 
emp iployment of this device, to control the demand for his product. 

The existence of certain groups of marginal customers in the market 
of even a quasi-monopolist limits his efforts to regulate his profits through 
manipulation of demand. One group is marginal for the general market for 
the product, due to the diversity of human wants and the existence of 
substitute commodities. Another group, though possessing a more or less 
inelastic demand for the type of product, is marginal for the product of any 
individual duopolist, due to the presence of others manufacturing a similar 
product and differing only as to brand. 

Furthe ‘rmore, it is not unlikely that the profits of all the duopolists will 
be driven to “normal.” Abnormally high profits would be possible only 
through collusion of all producers to effect a maintenance of price through 
limitation of supply. This, however, would leave unserved a portion of the 
general market available at “normal” returns—namely, that portion of the 
emand that was marginal to the general market for the product. This con- 
dition would readily attract additional capital, and the presence of another 
producer selling at lower prices would force the other duopolists to similar 
act es due to the presence of customers marginal to the product of individual 
producers. 


der 
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Some degree of abnormal profits could, of course, be maintained due to 
the difficulty involved in entering the industry. In general, however, jt 
appears that even where producers have been very successful in influencing 
consumer preference for their particular brand of a product, they fall fa, 
short of thereby being able to regulate their profits, due to the fact that, by 
virtue of the presence of potential competition of other duopolists, they in 
almost no genuine control over supply—and because of the competition of 
other wants, and the similar products of other duopolists, their power to: 
govern demand is extremely limited. 

All this does not imply that the extension of markets by individual pro- 
ducers is impossible even with the aid of extensive advertising. It is im- 
portant, however, to understand that there are factors which condition 
such extension, and that so long as any significant proportion of the demand 
for the product of any particular entrepreneur remains marginal it cannot be 
held that producers are determining the demand which conditions their 
reward. 

The efficacy of the marginal analysis of classical economics is further 
sustained in considering the question of advertising from the point of view 
of the supply schedule. It can be demonstrated that marketing costs, in- 
cluding advertising, exhibit a tendency to yield less than proportionate re- 
turns, irrespective of the methods utilized in market extension. The earliest 
expenditures for advertising tend to yield the highest returns per unit. Once 
the most eager, or least adamant, of buyers are appealed to, and the more 
accessible market areas fully cultivated, it is likely that further expendi- 
tures for “demand creation” will yield less than proportionate returns. This 
follows as a corollary to the character of the demand schedule itself. The 
significance of the varying productivity of advertising expenditures lies 
in the limit it sets to the profitable utilization of this force for the “control 
of demand.” The existence of these marginal outlays demonstrates the 
validity of the equilibrium analysis of classical economics in this connection. 

Throughout this discussion I have stressed a condition of duopoly, as 
Mr. Stocking’s analysis is largely applicable to a condition in which ex- 
tensive advertising has placed a producer in a quasi-monopolistic position. 
It may be noted that duopoly is not necessarily identified with an advertised 
product. This, however, in no way invalidates the preceding analysis. 

The post-war decade has brought to fruition certain important tend- 
encies that have, contrary to Mr. Stocking’s contention, operated to ele- 
vate the consumer to an even more direct réle in the control of production 
than was contemplated in the neo-classical doctrine. Economic theory has 
generally regarded the final consumer as largely of only ultimate signifi- 


cance in the guidance of industrial production—exerting his influence through 
his effect upon market price, which reflects consumer reaction only to 
goods already produced and marketed. The recent movement toward ra- 


tionalization of industry has made consumer preference the object of con 
scious consideration by producers, in the process of the development of a 
proper basis for the control of production. A brief survey of the evolution 
of this problem will illustrate the pertinence of this fact to the present 
discussion. 

Market price phenomena represented a sufficiently accurate expression 
of consumer demand in the era preceding the Industrial Revolution. The 
character of consumption during this period was relatively stable, and 
production organization was considerably simplified by the predominance of 
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rand labor utilizing the simplest of tools—the most readily adjustable of 
J the factors of production. The problem of production control in that 
ora was further simplified by the presence of rather stable per capita pro- 
juctivity, and by the predominance of small local markets. 

The acceleration of per capita productivity, upon the introduction of 
large-scale and roundabout methods during the Industrial Revolution, de- 
veloped the necessity for greater diversification of production, as the markets 
for staple commodities began to be outrun. At the same time, considerable 
extension of markets was essential to the enjoyment of the full benefits 
of these improved methods. Such geographical expansion of markets for a 
‘ime somewhat counteracted the need for a more diversified production. 

Per capita productivity, however, continued to increase at an even greater 
rate during the last three decades, and the tendencies noted above began 
to manifest themselves in conscious consideration of the character of con- 
sumer demand. Approach to the profitable limitations to the markets for 
some products necessitated the careful measurement of those markets, if 
maladjustment was to be avoided in the utilization of an increasing capacity 
to produce. The further diversification of production thus entailed involved 
the problem of continually introducing new commodities to the market, 
in the process of which the character of consumer demand came again to 
be consciously considered, and utilized as a basis for the contro] of pro- 
duction. The difficulties of sales administration in wide markets gave further 
impetus to the development of indices of market potentialities. In those 
instances where the severe competition for a saturated market led to a 
condition of duopoly, the markets of individual producers became even 
more severely limited, and careful measurement of market limitations be- 
came of still greater importance. 

The element of time has increased in significance in proportion to the 
amount of highly specialized machinery in operation. A form of production 
organization characterized importantly by the presence of such tools is 
not readily adjustable to the constant diversification of production that is 
necessitated by the very additions to per capita productivity that such 
aids to labor occasion. The character of machinery of this type renders 
it mechanically unadjustable, except at considerable cost, and the pre- 
dominance of invariable, overhead costs under such conditions reduces the 
economic incentive to such adjustment. 

This reduced flexibility of production, in the face of the need for even 
greater adaptability, emphasized the necessity for more accurate knowledge 
of the character of the consumer demand prior to capital commitments. The 
accentuation of this problem by the sudden contraction of European markets 
for some of our products, that followed the resumption of industrial produc- 
tion in those countries at the close of the World War, precipitated already 
incipient movements toward the rationalization of industry. This tendency 
found expression in the United States in the rapid extension of the philosophy 
of scientific management to the field of marketing, and manifested itself 
in growth and development of the technique of market analysis, and its 
utilization as a basis for the direction of advertising programs, and for 
the careful budgeting of industrial production. 

The predominance of the style element in demand—a characteristic result 
of the need for more diversified production—and the presence of generally 
falling price levels since 1920, stimulated the development of policies of 
hand-to-mouth buying. This concentrated the problem of inventory control 
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193 
in the hands of the producers and gave further incentive to the movemen; 
toward the utilization of market research as a basis for the contro} of = 
production, ‘The stress of the current business depression has lent additions] ian 
force to these tendencies, and given rise to many interesting proposal; Nov 
regarding the stabilization of production. seas 

The point of significance, for the purposes of the present discussion, jn ye 
these recent developments, lies in the elevation of the consumer to a mor 
active réle in the control of production. Express recognition is given to ~ 
the existence of limitations to the demand for individual products at prices 
that are ordinarily possible, and to the need for the determination of th, ; 
character of this demand as the proper basis for the guidance of industria] ; 
production. sec 

The emphasis of rationalization—and its current manifestations in the th: 
extension of scientific management—on the measurement of demand as 4 
criterion for control of production is directly opposed to Mr. Stocking’s sa 
suggested “control of demand.” It serves to indicate that the consumer = 
has lost neither his prerogative of choice nor his influence in determining 4 
the direction of the flow of capital and the rewards to the factors of 7 
production. in 

A. Victor ABRAMson 


Brown University 


Seasonal Unemployment Insurance: A Comment 

In the September, 1931, issue of the American Economic Review, Mr. 
Robert J. Myers in questioning the desirability of including benefits for 
seasonal unemployment in plans for unemployment insurance raises an issue, 
it seems to me, of fundamental importance. In reading his article I felt 
that he had made an excellent contribution toward a better understanding 
of one phase of the problem of unemployment insurance that has hitherto 
been much neglected. But I do not feel that he made out a good case against 
insurance benefits to cover losses from seasonal unemployment. His argu- 
ments are that the predictability and certainty of such idleness which comes 
in seasonal industries remove the possibility of any spreading of risk and, 
together with the higher wage rates which seasonality calls forth, enables 


he worker to tide over idle periods unassisted; that the paying of benefits 
for seasonal losses prevents insuring adequately against irregular unemploy- 


ment which the worker is poorly prepared to withstand; and that systems 
covering seasonal unemployment can offer but slight incentive for the re- 
duction of fluctuations. None of these arguments it seems to me are well 
sustained. 

Take the first in regard to the predictability of seasonal unemployment. 


It may be true that the amount of unemployment in large and well established 
firms in some industries is fairly uniform from year to year. He admits, how- 
ever, that it is not predictable for any individual laborer, but thinks that, with 
a uniform amount in the firm, spreading employment among the entire force 
can provide the same advantage as insurance. Where such a plan is care- 
fully administered under the conditions named it probably can do so. But 
what he seems to overlook is that not all firms in any seasonal industry have 
either a stable business or a uniform number of laborers from year to yeat. 


In the building trades and in the clothing trades with many small contractors 


business varies not only from season to season but from firm to firm, depend- 
ing upon the skill and energy of the management. This being so, unemploy- 
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went is predictable neither for the individual laborer nor for the individual 
fru; it is, where statistics are available, predictable for the entire industry. 
Now, if these things are so, then the insurance principle is applicable to 
_ogsonal unemployment just as it is to fire or accident risks. Predictable 
ngses for a large number or class with unpredictable losses for the individual 
«ithin the class is the raison d’étre for all insurance. And to the extent that 
nemployment is not regular for the individual firm, spreading of employ- 
went among the employees of a firm will not prove an adequate remedy. 
Nor will the means which he suggests that the laborer may employ; such 
ys, savings in periods of full employment against the time of slack work, 
curing small loans, and buying on credit or installments. To the extent 
‘hat the duration of seasonal unemployment is uncertain for the individual, 
‘he method of providing for it by savings is no more feasible than using 
savings to provide for the loss from cyclical and random unemployment. He 
thinks, however, that the costs of administering seasonal benefit funds make 
these other means more desirable. But it must be obvious that borrowing for 
the ordinary laborer is both inconvenient and embarrassing and that both 


this and buying on credit probably involve higher costs than those to 
which he objects. And it should be added this objection loses further weight 
from the fact that, if administrative machinery has to be set up and operated 
to care for the collection and disbursement of funds for irregular unemploy- 
ment insurance, there would be only a slight, if any, addition to the cost 
by collecting still more from the same sources and by paying out more 
to the same beneficiaries. 

His second argument, that paying seasonal benefits prevents insuring ade- 
guately against irregular unemployment, as matters now stand is sound. 
The chief value of Mr. Myers’ article, it seems to me as already observed, 
is in calling attention to the seriousness of this phase of the problem. 
But his conclusion that seasonal benefits should not be included in a 
zeneral scheme of unemployment insurance does not follow. What does 
follow is this: as far as statistically possible in fixing rates for those who 
provide the funds for insurance, recognition should be given to the fact that 
there are two distinct kinds of unemployment and that care should be taken 
in providing for one not to exclude provision for the other. Now since, as 
Mr. Myers makes clear, higher wages provide at least a partial com- 
pensation for seasonal unemployment, it would be quite feasible to charge 
nough against wages in these trades to provide for the benefits for seasonal 
losses without in any way lessening the rate for irregular unemployment 
insurance or unreasonably overburdening the laborer. In industries with 
much seasonal unemployment costs of production eventually appear in prices; 
costs of insurance to provide a regular income to labor would seem to be no 
more and, probably, would turn out to be less than the costs of higher wages 
and other costs incidental to irregularity and uncertainty of income. 

As regards his third point concerning incentive for reduction of irregular 
production, he is in the main probably right in saying other costs than those 
of insurance bulk so much larger that the saving on insurance rates from 
regularity would be of relatively slight consequence. However, many of these 
other costs arising from lessened efficiency of labor are not obvious and are 
often overlooked. It is, then, quite possible that the saving on insurance 
rates would prove the last straw to break the back of inertia and indifference. 

J. Murray Carroii 

Bates College 
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State Unemployment Insurance: A Comment 


In a footnote to his article on “State Unemployment Insurance” jn th, 
last issue of the American Economic Review, Mr. Carter Goodrich remarked 
that “‘any system of unemployment insurance which lays aside reserves dyy. 
ing good times and releases them as purchasing power in the time of de. 
pression tends to mitigate the severity of the business cycle . . .” ' 
415). This seems to be a common doctrine among modern students of uns 
employment insurance but is, I believe, unsound. 

When an unemployment insurance system accumulates reserves in times 
of business prosperity it does not lay these reserves away in the form of 
purchasing power, but in the form of readily marketable securities. When , 
period of depression comes and it is necessary to sell these investments in 
order to obtain funds for payment of unemployment benefits, no additional 
purchasing power is released. All that occurs is a redivision of the existing 
supply or flow of purchasing power. The funds used to buy the securities 
offered for sale by the insurance system are new social savings coming onto 


the market for securities. In the absence of the insurance scheme and the 
liquidation of its reserves, these funds would have been used to purchase 
new issues of securities. The chief effect of the unemployment insurance 
system, therefore, is to divert new savings from productive investment to 
doles or benefits for the unemployed. 

The sale of the securities in the reserve of an unemployment insurance 
system does not increase the total supply of purchasing power, but merely 
alters its distribution. Consequently it does not increase the demand for 
commodities nor stimulate business by releasing additional purchasing 


power. Indeed, since the sale of the securities in the reserve of the insurance 
system diverts funds from productive investment to unproductive benefits, 
it actually decreases business activity. Nor does it benefit the unemployed 
as much as might appear, for a given sum of purchasing power used for 
productive investment provides work and wages to the value of about two- 
thirds of the sum so invested. Of course, unemployment benefits go almost 
100 per cent to workers; and, since they amount to only about one-third or 
one-half of normal wages, a given sum devoted to benefits supports many 


more families than the same sum devoted to wages. Undoubtedly unemploy- 


ment insurance mitigates the suffering due to the business cycle. But, since 
it decreases productive investment, it actually enhances the objective busi- 
ness cycle. 

In answer to the above argument, it is possible to claim that the sale of 
securities in the reserve of an unemployment insurance system causes an 
expansion of bank credit and a resulting increase in the supply of pur- 
chasing power with its probable stimulus to demand for commodities. Every 


statistical indication, however, points to the fact that investors prefer out- 


right purchase to margin accounts in times of severe business depression. If 
those who buy the securities sold by an unemployment insurance system make 
outright purchases, and this seems highly probable, no stimulus to business 
will ensue. Rather the check to productive investment will be a positive 
check to business activ ity. 
Burnuam P, Becxwits 
University of Southern California 
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The Mathematics of Small Loans 


In the past two years an interesting series of articles on the subject of 
~nall loans has appeared in the American Economic Review.’ One side of 
the matter, however, has not received adequate treatment, namely, the mathe- 
matical. It is this phase of the subject which the present note treats. 

The two types of loans which we shall be interested in are the following: 

(1) Those made under the Morris plan. In particular, we shall suppose 
that the borrower receives $92, and pays back $2 weekly at the end of each 
week for the next fifty weeks. 

(2) Those made under the plan legal in a number of states, allowing an 
interest charge of 344 per cent monthly on unpaid balances. 

In connection with each of these plans a mathematical question arises. 
First, under the Morris plan, what interest rate is the borrower actually 
paying? Second, what does a mathematician mean when he says that an in- 
terest rate of 844 per cent monthly is equivalent to an annual rate of about 
51 per cent, and not 42 per cent? That these questions deserve a definite 
and complete answer is, I believe, indicated by the following three state- 
ments taken from various parts of the articles mentioned above. 

(1) (Vol. 81, June, 1931, 233) “When a note is discounted at 8 per cent 
and repaid under the terms of the Morris plan, the actual interest is 19.2 
per cent... . .”? It might also be added that the reasoning at the bottom 
of page 233 is in no sense correct reasoning; such “averaging” methods 
cannot be expected to give correct results. 

This statement is merely inaccurate, while the other two, I maintain, are 
absurd. They concern the following (correct) sentence, which appeared as 
a footnote on page 188 of Fisher’s article: 

‘Mathematically, a loan at 314 per cent monthly, if the interest is paid 
monthly, amounts to an annual interest charge of 51 per cent rather than 
of 42 per cent.” 

The statements themselves are as follows: 

(2) (Vol. 81, March, 1931, supplement, 20) “My first point concerns 
the 51 per cent, which it is alleged the borrower pays because the inter- 
est is paid monthly. This 51 per cent is a formal algebraic result that has 
as much meaning as the schoolboy proof that two equals one. Whatever the 
formal result may be, the individual borrower as such pays only 3.5 per cent 
per month or at the rate of 42 per cent per year.” 

(3) (Same issue, page 23) “Such a statement (that is, Fisher's) seems 
to me most unfortunate, to say the least, in an article which purports to be 
scientific. . . . As a matter of fact, the statement in the law (apparently as 
to the interest rate being 42 per cent) is correct as any one who can mul- 
tiply three and one-half by twelve can see at a glance, for the borrower of 
£100 would pay $42 in twelve monthly installments of $3.50 each . . . if 
he were to retain it for an entire year.” 

The interest rate paid on a loan under the Morris plan can be found by a 
simple analysis. The fifty payments to be made by the borrower (let us as- 


‘Fisher, “The Small Loans Problem,” vol. 29, June, 1929, 181-197; three com- 
munications on pages 688, 642, 648 of the same volume; a long discussion in vol. 
31, March, 1931, supplement, 11-26; Robinson, “The Morris Plan,” vol. 31, June, 
1931, 222-235. 

*This appears in spite of the fact that Fisher gave the correct result on page 12 
of the discussion mentioned in the footnote above. 
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sume that he received $46, and is to repay $1 a week for 50 weeks; this, of o 
course, does not change the problem) constitute an annuity of one per ae 
period for 50 periods, with a present value of 46. By one of the fundament,| Pye 
formulas of the mathematics of finance, the interest rate per period (that js. ait 
per week) is determined by the equation 1 —(1 +i) = 46i, i being the pay | 
unknown interest rate. The direct solution of an equation of this type pre- = 
sents considerable difficulty; but if complete annuity tables, such as Glover's shat 
are available, the rate can be found easily by interpolation. It is almost ex- wea 
actly .832 of one per cent per week, or only a very little less than a third at 
of one per cent per week. Multiplying by 52, we obtain a little less than 17,33 WT 
per cent, and it is correct to say that the interest rate is 17.3 nominal, pay- " 
able weekly. The “effective” interest rate is about 18.8 per cent, but we jms 
shall leave the definition of this term till later. cent 
The reader can, without a great deal of work, check the above result and sa 
understand why it is correct. If we use, instead of .3832, a third of one per a 


cent as the weekly interest charge, and carry computations only to the near- ' 
to 


est cent, the work would proceed as follows. At the end of one week, the 
borrower owes 15 cents interest, a third of one per cent of $46. He pays $1, 
leaving his true indebtedness at $45.15. At the end of the next week he owes 
15 cents interest again, and his $1 payment reduces his debt to $44.30. The 
next payments reduce it to $43.45, $42.59, $41.73, $40.87, $40.01, $39.14, 
and so on. The fiftieth payment will be found to extinguish the debt, ex- 
cept possibly for a cent or two, since our computations are not exact. This 


shows conclusively what weekly interest rate is charged on the unpaid por- - 

tion of the debt. 4 
Our second question is this: In what sense is a monthly interest charge * 

of 314 per cent equivalent to an annual charge of about 51 per cent? Let 

us emphasize that no one would object to the statement that the interest ms 

rate is 42 per cent nominal, payable monthly. But simply saying that the . 

interest rate is 42 per cent per year is highly misleading, for a person read- 

ing or hearing such a statement would rightly infer that 42 per cent of the 

debt is to be paid as interest at the end of a year. And to claim that this is the 


same as paying 314 per cent monthly is to remove the time element almost 
completely from interest calculations, 

I wonder if the writers of the second and third excerpts quoted above 
would maintain that a bank paying 4 per cent annually on deposits is giv- 
ing the same interest rate as one paying 2 per cent semi-annually. Of course 


it is not, for $100 in the first bank would grow to $104 in a year, while in 
the second bank a like amount would grow to $104.04. The interest rate in 


the first bank is truly 4 per cent, that in the second may be described as 4 
per cent nominal, payable semi-annually, or as 4.04 per cent effective. This 
simply means that the actual interest earned by each dollar in a year is 4.04 
cents. This is always the meaning of effective interest, while a nominal rate, 
as we have used the term three times, together with the phrase “payable a 
certain number of times a year,” is simply a way of specifying the interest 


rate for a period less than a year. A formula giving the relation between 
effective rate and nominal rate, payable m times a year, may be found in 


any text on the mathematics of finance; it does not seem necessary to give 
it here. 

The same two rates are used in speaking of debts, as well as savings. The 
effective rate may now be thought of as follows. A person borrows $1, agree- 
ing to pay interest monthly, quarterly, semi-annually, or according to some 
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jefinite plan. Suppose he does not actually pay the interest in cash, but sim- 
Jy adds it to his indebtedness until the end of the year. The amount of in- 
terest that he must then pay is the effective rate. Thus, if the borrower is to 
navy 2 per cent semi-annually, he will owe $1.02 at the end of six months 
snd #1.0404 at the end of the year. So the effective rate of interest which he 
is paying is again 4.04 per cent and not 4 per-cent. This is simply a new 
interpretation of effective rate, and not a new definition, because the other 
party to the transaction is an investor who thinks of the effective rate as 
measuring the income he receives on his savings or investment. 

This, then, is the meaning of effective rate; and a simple substitution in 
the formula gives about 51.1 per cent as the effective equivalent of 31% per 
cent monthly. This result has a perfectly simple, definite meaning, contrary 
to the expression in excerpt 2 above, and it is not based on “unwarranted 
assumptions,” as the writer of excerpt 3 says in a portion of his statement 
which I did not quote. In fact, there is nothing more foolish logically than 
to attack the assumptions of a postulational science. It would at least be 
logically reasonable to attack certain results said to have been obtained from 
the postulates, or to question whether or not such a result applies in an en- 
yironment where the postulates may not hold. All that we have done is to 
define a term, effective rate of interest, and apply it to a situation where it 
is certainly applicable. Perhaps the result, 51 per cent, should not be used 
without telling, as we have done, just what it means. But if a final test is 
desired to decide whether 51 per cent or 42 per cent annually is more truly 
equivalent to 844 per cent monthly, I should suggest that the writer of ex- 
cerpt 2, or the author of excerpt 3, borrow $100 under plan 2 of this paper, 
disappear for a year and then return to investigate his indebtedness. If he 
expected it to be $142, I have some confidence that he would be disap- 
pointed, even if the company exacted no penalties. 

RaymMonp Garver 

University of California at Los Angeles 


is, of 
> per 
enta! 
at is, 
the 
pre- 
vers. 
t ex- 
third 
17.3 
pay- 
t we 
and 
> per 
léar- 
, the 
$1, 
OWes 
The 
9.14, 
, 
This 
por- 
arge 
Let 
Test 
the 
ead- 
the 

the 
nost 
lOvE 
irse 

in 

in 
4 
‘his 
04 
ate, 

e a 
‘est 
in 
ive 
‘he 
me 


HERBERT JOSEPH DAVENPORT clea 
1861-1931 pre 
nia 
With the passing of Herbert Joseph Davenport, economics has lost one of of 
its outstanding thinkers, and economists one of their most respected co}- the 
leagues. Born in \ nt in 1861, his education was secured successively at sar 
the Harvard Law School, the University of Leipzig, l’Ecole des Sciences do 
Politiques at Paris, the University of South Dakota, and the University ot de 
Chicago. or 
Turning from a business career, Davenport entered the graduate school of di 
the University of Chicago, where he proceeded to his doctorate in economics pr 
in 1898. In later years he admitted with amusement that his interest in ¢e. th 
onomic studies was aroused by a conviction that there was something wrong 
about socialism and he wanted to find out what it was. By conviction, hoy- 80 
ever, as to the economist’s function he became as little inclined ag any si 
contemporary economist to special pleading either for or against the economic tt 
system as he found it t] 
After four years of secondary school work at Lincoln, Nebraska, he was P 
recalled to Chicago, where he taught from 1902 until 1908. From 1908 until e 
1916 he was head of the department of economics and dean of the school of a 
Commerce at the University of Missouri. For the following twelve years he t 
was professor of economics at Cornell University, and for the final two years ‘ 
of his life professor emeritus. At various times during his later years he also é 
conducted courses at Columbia University, Stanford University, and else- 
where. 
Davenport’s interest was primarily in formal economic theory; and in that | 
field he felt it to be his appointed task to cleanse the discipline of disfiguring 
ambiguities and to accomplish a constructive redefinition of its fundamental 
terms. To that end he wrote, beside his early Outlines of Economic Theory 
(1896) and Elementary Economic Theory (1898), his two books, Value and 
Distribution (1908) and The Economics of Enterprise (1918). In addition 
he contributed numerous articles to economic and other journals, many of 
them of a highly controversial character. He was, indeed, by nature a con- 
troversialist; and it was perhaps his greatest pleasure, in speech and writing, 
to cross swords w a worthy foe. One remembers him most vividly and 
typically leaning kk in his chair, his penetrating eyes touched with the 
shadow of a smile, of triumph, while he deployed his arguments, humor- 
ously but with devastating order and precision, usually at the expense of 
someone, preferably Marshall, whom other people took seriously and whom 
he regarded as hopelessly muddle-headed. For years Marshall was the butt 
and foil of his own thinking, and his last task was the completion of a book 
on Marshall, not yet published. 
It is of interest to note that Davenport’s interest was primarily in economic 
| theory of the classical line, that his work was avowedly in the development of 
| that line, and that he was unable to attach much importance to the so-called 
institutional trend in economics, if indeed he understood what was being aimed 
at. Perhaps one may say that the fundamental position which dictated the 
| direction of his theoretical work was that the concepts of economics were 
commonly so defined and the problems so stated as to impose upon the struc- 
| ture of scientific economic analysis an ambiguous mixture of socio-ethica! 


idealism. His was the task of eliminating all such contaminating barriers to 


i 
| 


t One of 
ted 
ively at 
Sciences 
rsity of 


‘hoo! of 
Nomics 
t in ec. 
wrong 
n, how- 
as any 
OnomMic 


he was 
8 until 
hool of 
he 
) years 
he also 
1 else- 


in that 
guring 
nental 
"heory 
1e and 
dition 
ny of 
con- 
riting, 
y and 


h the 


1981] Herbert Joseph Davenport 697 


sear thinking and accurate analysis, of reducing the analysis of the economic, 
to, as he thought, the realistic basis of the private pursuit of pecu- 
niary gain. In the preface of Value and Distribution he wrote that the worth 

of the book “cannot be so much in any contribution of new doctrines as in 

che selection, delimitation, and articulation of the old. To this end the neces- 

sary thing has, in the main, seemed to be to rid the science of doctrines that 

do not belong in it, e. g., labor-time, labor-pain, utility, and marginal utility 

determinants or measures of value; real costs; marginal fixation of price 
or of distributive shares; price-determined and price-determining costs or 

distributive shares; instrument margins; marginal-productivity distribution ; 
price measures of utility ; the social organism; fundings of productive agents ; 
the tripartite classification of productive factors.” 

If it be asked by what process of selection he arrived at his opposition to 
so extensive and miscellaneous a list of economic doctrines, the answer is 
simply in the standpoint from which he chose to examine the operation of 
the economic process, or peghaps more accurately, in what he conceived to be 
the nature of the aoe him the economic process was strictly the 
process by which men attempted to achieve gain for themselves; the science of 
economics was an analysis of the manner in which this end was sought and 
attained in the modern world; the organization of the process centered upon 
the entrepreneur, actuated by the profit motive and upon the outcome of whose 
activities and choices depended the remuneration of all the contributory 
agents. From this standpoint, by the application of an unadulterated, acquisi- 
tive logic, his own thought proceeded in the most impressive display of eco- 
nomic reasoning that the present century has seen. Thus, capital became an 
acquisitive category to include all durable sources of gain, tangible or intan- 
gible, whether useful to the community or not, whether increasing or decreas- 
ing the “sum of goods and services” to the community. Production was the 
attainment of “proceeds.” Land, as a special form of wealth useful in the 
pursuit of gain, was indistinguishable from other forms of capital, its use 
being like that of other capital commanded at a price, the price being a cost 
of production like other costs, the value of land being determined like the 
value of other durable sources of gain by a capitalization of its income- 
bearing potentialities. So in his adaptation of marginal cost analysis, to Dav- 
enport margins were always margins of relative price-importance. It was 
irrelevant whether an additional man led to a greater or lesser addition to 
the supply of wheat; what was relevant was whether his sérvices, measured 
in money, were worth his wage to his employer. Sweeping through the doc- 
trinal content of economics, discarding, amending, adding, in ways too numer- 
ous to mention here in detail, he laid bare to the understanding practically 
every ambiguity and every coming [Tt was or logical flaw to be found 

I 


proc ess 


in the body of economic reasoning.| It was perhaps Davenport’s central 
thought concerning his cleansing logic that accurate economic reasoning con- 
cerning the existing economic system was impossible with the use of tools of 
thought implying social function or ethical appraisal, and that the concepts 
of contemporary economics were loaded with such implication. |His mind, 
however, abhorred all lack of precision, of whatever sort; and probably no 
economist of our time was more encyclopaedically informed concerning the 
shades of meaning of economic terms OF more precise in the use of his own. 

Of his constructive contribution to economic thought it will be impossible 
to write here, but there will be none to deny that his treatment of costs opens 
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up new and helpful avenues of approach to a thorough understanding of oo, fm ™" 
phenomena. Nor, in particular, can one fail to recognize the constructive of e¢ 
character of | m to the theory of interest. Of the imperfections o} life 
his treatment of topics he was acutely aware, admitting with special tocr 
candor the need of revising his cost analysis in the light of that of Professo, reso 
J. M. Clark. But of the correctness of his general approach he was dogmati. ems 
cally assured. i0F 
In the details of his analysis, one senses a certain degree of mutual defey I 
between two discordant characteristics of his mind, the desiré to analyze the phil 
“real” economic system and the desire to generalize through the use of de dor 
ductive logic. He would never approach a realism too concrete to permit nel 
extensive genera ae he would never desert it sufficiently to permit mi! 
himself to prac refinements of analysis or attain the wide general- tho 
izations which may accompany a high degree of abstraction. This he cop. an 
sidered one of his great merits; but his position left him in a somewhat lonely the 
middle ground between those who find merits in “pure theory” on the one ter 
hand and those \ will have none of it on the other. en 
His nature imposed upon him another, and perhaps more fundamental, - 
conflict which was never resolved. His mind led him to the exclusion of 
ethical considerations in his attempt to lay bare_the “real” operation of the le 
economic system; | is has been said of him, \‘he was nevertheless, deep ag 
down, a white-hot hater of every species of disingenuous or timid compromise 1 
with what he regarded as wrong.’’\The fate of his manuscript on taxation may af 
perhaps be interpreted as an illustration of this conflict. He labored with it “ 
for years and taught what was probably one of the best courses in taxation i 
that has ever been given. But he laid it aside, foundered, it would seem, upon 7 
his inability to deal with the ethical aspects of taxation in a manner to satisfy ! 
himself. 
Davenport’s unbudging defense of his own approach and his special con- t 
cern for precisely defined concepts had two somewhat unfortunate effects, , 
one upon himself, the other upon his audience. His thought tended to turn in , 
upon itself, to narrow the range of his interest in economic theory. He was 
unable to see, e. g erits of Marshall’s “long run” analysis by reason 
of distaste for its categorical framework. Nor could he comprehend how a | 


certain view of the nature of social institutions necessitated either recasting 
the framework of economic thought or broadening the scope of the problems 
with which economic theory was occupied. In saying that his interest was 
narrowed one cannot say that his interest in economic problems was narrow. 
On the contrary, he followed with close interest the life of his times, and 
had more definite grasp of the problems and more closely reasoned convic- 
tions than are commonly to be found. ’ 

But it is perhaps at just this point that he was most misunderstood. \Be- 
cause he would tole: no ethical implications in his economic theory, he 
has been thought to have divorced the economist from an active interest in 
economic problems, or influence upon economic policy.} It was, however, per- 
haps partly as a det against the admission of his warm interest and 
prejudices into his scientific thinking that he so carefully and narrowly 
defined his analytical task. While he was at heart something of a reformer, 
only a bold man would attempt to schematize his views of what should be 
done about the world. On every current issue his position was clear, but his 


underlying philosophy was hidden in the depths of his deep reserve. But one 
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nay hazard the thought that he treasured most deeply the American tradition 
of equality of opportunity and that the aspect of modern American economic 
iife which he liked the least was the crystallization of an American plu- 
igcracy, With its power based on the rise of land values, the wastage of our 
sesources, and exploitation of monopolistic advantage} He was in some 
nse a disciple of Henry George, with the reservation that industry perhap 

nore than landed proprietorship had given rise to the “unearned iene 

His philosophy, however, was probably something other than an economic 
philosophy. His admiration was not for that economic initiative which so 
jominated his economic theory. It was really for other qualities which make 
men admirable and which make their social environment tolerable for high- 
minded men. His tastes were for the pleasant uses of leisure, his traits were 
those of the well-stored mind and the generous heart. [But he was essentially 
on individualist of the non-conformist type, above the crowd, remote from 
the pressure of social apeiron must, in justice, say that his reformist 
tendencies were passive, repressed by his dominant intellectualism, and weak- 
ened by an underlying cynicism concerning the race of men, public men 
and rich men in particular. 

To the generations of students who sat under him, Davenport was perhaps 
less the author of Davenport’s economics than he was the great teacher. Ped- 
agogy was with him a fine art, the object of a lifetime of thought and care. 
The resulting technique could not have been put in a book for the guidance 
of other teachers. It was a highly personal art. He never lectured in any 
conservative way. He pitted his students against one another. He subjected 
them to grilling cross-examination, capped by the decisive point and the 
apt illustration, punctuated by satirical amusement toward the inept and 
the unprepared. If he succeeded less well than he might have wished in 
making students think as he thought, he nevertheless acquainted them with 
the processes of orderly and systematic thought mor¢ effectively than any 
other economist of his generation could have done. And he set them upon the 
endless search for principles, for an understanding of the relations between 
facts. - 

Quite apart from his scholarship and intellectual qualities, his impressive 
personality denoted him as belonging to the elect few of the human race 
who possess fundamental and innate personal importance. The dignity of his 
bearing, the nobility of his person, the quickness of his mind, made him the 
natural center of whatever group he entered. Simple of manner and easy of 
:pproach, he was yet a peculiarly complex personality. On the level of brac- 
ing intellectual intercourse where his colleagues met him, they felt themselves 
only at the threshold. Few have ever known with what furniture of emotions 
and ideals his house was stored. Evidences there were, a taste for poetry, 
a capacity for moral indignation, a penetrating judgment of men, a distaste 
for affectation and pretense, an unfailing sense of justice. But, despite his 
apparent pleasure in the society of his peers, he was a man of unplumbed 
reserves of whom one saw only glimpses. Probably it is correct to say that, 
whatever the decorations of his character, the details of his life were dictated 
by a conscious rationalism, wherewith he pitted his private judgment against 
the conventions of social usage. What were considered the eccentricities of 
his conduct were never wayward, but always grounded on “‘sufficient reason.” 
/While the nature of Davenport’s influence upon economic thought is well 
uffderstood, it will be impossible to assess his contribution accurately until 
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after the fort! posthumous publication of his book on Marshall, | 
is, however, a measure of his stature that, when the economists were bow; ng 
down before st: zods, his work did more to maintain the essenti; 
position of econ logic in economic analysis and at the same time ¢, 
further the critical examination of the analy tical processes of economics than 
that of any A n economist of the passing generation. His work jg ; 
its way comp! mentary to that of Veblen, who was his devoted friend ; and 
the importance of her will stand nor fall by the “truth” of his ‘ system,” 
but by the exte1 vyhich each has compelled economists to renovate their 
thinking. | 

A great man has left us—great though he had never written a line, a map 
of stature by nat ndowment. 


Paut T. Homan 
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REVIEWS AND NEW BOOKS 


General Works, Theory and Its History 


roblems of Monopoly and Economic Warfare. By F. Zeuruen. (Lon- 
don: Routledge. 1980. Pp. xv, 152. 7s. 6d.) 


Professor Schumpeter’s preface recommends this book as the best 
troduction to “the phenomena between the limiting cases of perfect 
pmpetition and ‘pure’ monopoly, i.e., practically the whole of the reality 
markets.” At the 1930 meeting of the American Economic Associa- 
on, Professor Frisch suggested it as evidence that institutional criti- 
sms of value theory do not allow sufficiently for the elasticity of the 

)i doctrine. Dr. Zeuthen himself dedicates his book “to business econo- 
ists and other intermediaries between economic theory and actual 
bade, who are poorly served by the ordinary theories of competition 
nd simple monopoly.” 

Here, then, is an authoritative effort to refute Veblen’s charge that 
alue theory proceeds above the treetops in the clear moonshine. The 
rocedure is to treat the classical theory of markets as true for nar- 
owly specified conditions, and to graft upon it additional theories 
dapted to other conditions. Such a process has no necessary numerical 
mits, either in the successive circumstances it postulates or in the 
heories it evolves; but Doctor Zeuthen’s work is confined to a series 
f eases which he regards as peculiarly real and which most economists 
we dismissed as essentially indeterminate: competition among a few 
urge concerns, bilateral monopoly, and “economic warfare.” This third 
ategory includes such cases as labor disputes in organized industries, 
n which opposing monopolies attempt to dictate terms to each other by 
efusal to trade. 

Those to whom economic theory is primarily a series of favorable 
ppraisals of unregulated markets and distributive processes will find 
octor Zeuthen’s treatment rather revolutionary than supplemental. 
lis appraisals are scattered and unemphasized, but when assembled 
hey offer no philosophy of optimism. As competitors become fewer and 
arger, he finds them progressively restricting output and raising prices. 
n cases where various monopolies control each of a series of products 
ointly used by the same buyers, the effect of the monopoly policies is 
to highly restrictive that even collusion or consolidation into larger 
1onopolies increases the supply and lowers the price. Similarly, when 
ionopolist sells to monopolist, their joint action keeps prices higher 
nnd quantity less than if the concerns were integrated. In these two cases, 
BS in the case of small competing concerns in the same market, consoli- 
lation increases monopoly profit, although in these cases it is by in- 
reasing sales, whereas in the other it was by further restriction. Under 
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decreasing costs, monopoly prices mount higher and monopolistic y.. 


striction of output is greater than under increasing costs. Thus th 
modern world of big business units, invention, and mechanization in the 
intermediate productive processes seems to tend to a monopolistic sys. 
tem so severe that the creation of inter-industrial super-monopolies yi] 
be a relief to the consuming public. Surely this is nearer Veblen’s belief 
that the service of big business is to reduce the number of business mey 
than it is to the public value of private acquisitiveness. 

Moreover, this salvage of the theory of particular markets discards 
the broader theory of market equilibrium throughout the economic sys. 
tem. If a number of diverse monopoly influences are typical, with classi- 
cal competition as a mere limiting case, there is no longer sufficient 
ground for the orthodox theory of wage levels, interest rates, profits, 
rent, the relation of money to prices, or international trade. Thus the 
effect of the local repairs is to emphasize the general decay. 

Even though Dr. Zeuthen’s series of alternative situations forbids him 
to predict the trend of markets in general, his interest still centers in 
the determination of price—or rather of several kinds of prices, each 
by its own special set of determinants. But these determinants turn out 
to be less numerous than imagination would suggest. The old hypotheses 
of rational self-secking and complete information leave little place for 
the vagaries of human behavior. At one point the analysis assumes that 
a low price will attract only part of a rival’s customers; at another a 
monopolist’s action is made to depend upon his idea of what other con- 
cerns are going to do; but neither of these modifications is allowed to 

vt +} 


raise questions general adequacy of pecuniary logic. As in 


the old competitiv: ilysis, this logic seems to be a matter of immediate 


maximum gain, regardless of the ultimate consequences; and with the 
one exception already mentioned it seems not to consider the probable 
effect of the actions of business rivals upon the particular concern’s in- 
terests. 

These limitations, though striking, are part of a tradition; but there 
are others less explicable. Collusion in the market is ruled out by hy- 
pothesis. Although a debt to J. M. Clark is acknowledged, costs are 
averaged witho liscriminating overhead from direct outlays, and 
decreasing cost concepts are used without distinguishing between the 
spreading of overhead charges and the effects of technological change. 
Again, a condition of every problem is that the market price must be 
uniform for all units of supply. Price discrimination is formally omitted. 
Continued difference of price from enterprise to enterprise is not men- 
tioned as a possibility, even though the argument recognizes that price 


reductions will not capture all of a rival’s customers. With so many 
of the complicating factors removed, the variables prove to be the size 
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nd number of concerns in the market and the shape of the cost and 
jemand curves. 

Dr. Zeuthen finds that price is determinate in the sense that for each 
{ these variations he can state the conditions of a hypothetical equilib- 
um to be achieved by adjustment of supply. Partial monopoly is con- 
~ived as giving each enterprise a demand curve consisting of the amount 
{the market it could capture and hold at each possible price (assuming 
‘each case that the rest of the enterprises would find it necessary to 
<j] at the same price). Each concern then adjusts its supply to its own 
jemand at the point of greatest profit, as in the theory of pure monop- 
oly. If it were granted that two different prices could co-exist, hypo- 
ictical conditions might easily be established wherein for either concern 
icceptance of the other’s price would never be as desirable as either a 
lower price to invade the rival market or a higher price to raise the profit 
iargin upon the remaining sales; but Dr. Zeuthen’s preconception keeps 
him from seeing this possibility. Bilateral monopoly is conceived as 
‘hough each enterprise in turn made a decision which modified the de- 
mand (or supply) curve for the other, the changes continuing until, in 
the light of the restriction already made by the other monopolist, neither 
monopolist has an incentive to further change. “Economic warfare” 
involves the same elements with the addition of a calculus of probability. 
The excess of income from victory over income from the opponent’s offer 
of settlement is set against the cost of a struggle, modified by the degree 
of probability that the opponent will fight rather than yield. 

That so much ingenious thinking should be tied to so artificial a set 
of preconceptions is more disappointing than surprising. Dr. Zeuthen’s 
conomies, based as it is upon complicated versions of the supply-demand 
calculus, is essentially quantitative. It can deal only with what can be 
equated or graphed, and only to the degree of complication permitted 
by the refinement of the mathematical procedures. Price discrimination, 
verhead costs, and the like, would strain the mathematics. Such factors 
as collusion, different degrees of far-sightedness in determining policy, 
varying ideas about the probable reaction of rivals to one’s own policy, 
these, being non-quantitative, are beyond the mathematician’s pow- 
ers; he must exclude them in order that his only variables shall be 
quantitative ones. Thus is the worship of exact knowledge carried to 
the point where efforts are no longer adapted to the problem, but the 
problem itself is restated to suit the limits of one’s instruments of pre- 
cision. Dr. Zeuthen expresses his own awareness of this aspect of the 
case: 

Just as in other fields of economic theory, it has been calculated here, 


what the parties would have to do, were they to act absolutely rationally— 
the manner in which their action actually differs from this, may then per 
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definitio, be termed uneconomic. In that way we manage to divide the prob 


lem, so that the preliminary theoretical solution is achieved on a purel 
economic basis; after that we may proceed to a purely psychological aj 
sociological examination of the nature and extent of the deviations. The ya, 
in which these react on the wage, once more—like the doctrine of monopoly 
prices—becomes a question of theoretical economy. ’ 

This type of analysis is neither calculated to allay the suspicions ¢ 


the institutionalists nor to give much aid to the business economists t, 


whom it is addressed. The satisfaction of their desires awaits the ap. 


pearance of someone who will avoid the economic man as earnestly 4 
he shuns the perfect competitive market and who will study what happens 
in buying and selling, instead of the conditions of non-existent equilibriy 
of supply and demand. To substitute one set of postulates for anothe; 
is not enough; for the attack upon classicism demands that reasoning 
from postulates shall be subordinated to observing what happens. Hy. 


man behavior is more significant than prices; but if this were not so, it js 
only in terms of what men do, even irrationally and inconsistently, that 
we can tell how prices are determined. 


Corwin D. Epwarps 
New York Univer aly 


Economic Fragments. By Dennis H. Ropertson. (London: P. S. King. 
1931. Pp. viii, 267. 10s 6d.) 


The author of this book has given us a collection of more or les 


technical economic essays, semi-popular economic essays and book re 
views. Of course such a collection has no especial unity—nor is it in- 
tended to have—except in the general sense that it has all issued froma 
single mind. 


The reviews will be, probably, as interesting to the casual reader as 
anything in the book. They are mostly short. They are written with wit 


and vigor. One enjoys reading what such a writer thinks about G. D. H. 


Cole, the Webbs, Shaw, H. G. Wells, Henry Ford and others. 

The longer articles are harder to read. They are more sober in style. 
They call for careful and sustained attention. But the opinions and the 
supporting arguments presented are too various to permit mention here 


of more than a few points. 
The first essay deals with “economic incentive.” It begins with a con- 


sideration of the inducements to consumption and to production which 
are summed up in t laws of demand and supply. The author calls 
attention to the familiar fact that a rise in price increases the supply 
of a given article through inducing persons not primarily in that bus: 


ness “to transfer resources from other branches of production into this 
Then he shows how the “law of supply” is likely t 
h a “transference of resources is impossible.” For 


particular branch.” 
be modified when 
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the prof jhen “it sometimes occurs that an increased reward per unit for some 

» & pure) product incites those who are already engaged in its production not to 

the and an increase but to a diminution in the number of units supplied” and 
© Way 


«) fall in the exchange value of commodities in general against that 
particular product leads to a smaller total of that product being put 
upon the market.” 

‘The explanation commonly offered for this condition is that with the 
higher pay (in other goods) per unit of output, workers can satisfy 
their wants, if these are comparatively inexpansible, with less work 


Monopoly 


Picions of 
lOmists to 
the ap- 


i and less output than before and that they will prefer this to greatly 
equilibriy increasing their consumption. It is natural to assume that Professor 
Robertson has this explanation in mind. 

reasoning But if this is the explanation, then there is no slightest justification 
ens, Hy. for the application of the conclusion to international trade in such a 
t so, it mm vay as to account thus for business depression in one of the countries 


tly, tha:fm engaged in such trade. And the author does so apply the conclusion. For 
he goes on to say: 


aes This consideration is of some importance in the theory of international 
trade and of industrial fluctuation. An extreme illustration will serve to make 
the point plain. Suppose a country to subsist entirely by exporting some one 
S. King key” product—say nitrate—in exchange for general imports. Suppose a 
q at rise in the exchange value of nitrate against other products. Then, if 
the country’s nitrate demand for imports in general is inelastic, equilibrium 


e or less will only be reached at a lower level of nitrate production than prevailed 
book Te efore. But under the complex conditions of modern capitalistic production 
1s it in- and international trading relations, the attainment of this lower level will 
d froma involve dislocation and unemployment; in other words, until it is reached 
there will be ‘‘a condition of over-production” in the country in question. 
This reasoning throws some light on a paradoxical feature of the recent 
eader as 
, trade depression. That depression has been associated in this country with 
with wit a considerable relative cheapening of the price of imported food and raw 
x. DH. materials as compared with the prices of manufactured imports. . . . But 
if this alteration is so great that the demand of the manufacturing popula- 
in style. tion for the products of its agricultural customers becomes inelastic, the 
y principle now under discussion comes into play; and the consequent readjust- 
ma exhibits the familiar features of an industrial depression. 
ere 
Surely, it is a far ery from the fact that an individual may cut down 
1 & con- his labor and so his supply of a given article when he gets more of other 
n which goods for it, the supply being thus decreased because the producer pre- 
or calls fers to be idle a larger part of the time, to the contention that better 
supply relative prices for a country’s products (or product) will force out 
ut busi- of production men who do not want to be idle any more than before. In 
ito this the first case, the high price tends to limit the supply and keep up the 
ikely t price. In the second case the high price does not tend to limit the supply. 


2.” For The workers whose product buys in exchange more products of the other 


| 
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country per unit will gladly buy these additional goods. Even should 
such goods not be worth to them the work necessary to earn the means 
of buying, they would not, having done the work, refuse to spend their 
wages. If their demand is inelastic and they do not especially want mor, 
goods, they will, all or nearly all of them, work fewer hours and output 
will indeed be decreased. But this will not involve involuntary unemploy- 
ment or “dislocat ’ If the unemployment is mvoluntary, this means 
that the workers do desire to buy goods, that their wants are not sat- 
isfied, that they do desire to produce goods for exchange and that they 
will gladly take in return all the goods from other countries which they 
can get. It is sur] ng to find a writer of Professor Robertson’s stand- 
ing trying to explain business depression in England by any such argu- 
ment as the one above quoted. 


When, in a world which has just suffered a considerable credit con- 
traction, manufacturers, merchants, laborers and others have not ad- 
justed their charges to the diminished volume of money and credit avail- 
able for spending, there is, of course, unsalableness of goods and un- 
employment of labor. And so, if producers in any country are trying to 
hold out for prices of their goods higher than market conditions justify, 
they will suffer from decreased demand for the goods of their produc- 
tion. But if ther iny relationship whatever between such facts and a 
desire of workers ibor fewer hours when their pay per hour is greater, 
this relationship is certainly a most remote one. And Professor Robert- 
son’s discussion does not demonstrate any relationship at all. 

Passing now bs d the middle of the book, we come to an essay on 
“family endowment.” Professor Robertson examines carefully the case 


for family endowm and does not hesitate to criticize some of the 


arguments for neonvineing and of little cogency. Nevertheless, in 
the end he appears to reach the conclusion that there should be some 
system of taxing industry, or requiring insurance, so devised that those 
workers without dren, or with only one or two, would find themselves 
with smaller incomes than their productive efficiency would warrant, and 
that those with several children would get more, and increasingly more 
as their families w 


It is not pro] 1at the necessary funds be raised chiefly by tax- 
ing the rich, or from community-produced values, but rather from the 
wages of those workers who have fewer children than the average. Those 


who, for one reason or another—and sometimes it will be because of ob- 
ligations assumed t | nephews or nieces or aged parents or others— 
have no children or the fewest children, can only hope that when such a 
scheme is adopted t! will remain a few countries where it does not 
apply and wher ker’s reward will be in rough proportion to his 
efficiency rather than to the number of his children and that earlier ideals 
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freedom will still not be so entirely forgotten as to forbid migration 
., such countries. For only thus can they then avoid subsidizing the 
greater fertility of others. 

It may seem a pity to pick out so little, among all the various topics 
and arguments in a book, for discussion, and that that little should be 
viewpoints over which the reviewer cannot enthuse. Professor Robertson 
jas given us many a clever paragraph and many a stimulating sugges- 

nin his array of articles. 

Harry Gunnison Brown 

University of Missouri 


Hauptprobleme der Arbeitslosigkeit. By ALExanvER Mann. (Leipzig: 
Franz Deuticke. 1931. Pp. 93. RM. 4.) 

-- Mahr’s brochure on unemployment is almost exclusively theoreti- 
¢ M The chief causes for unemployment, given in Chapter I but modified 
somewhat in later chapters, are: changes in the profitableness (Renta- 
pilitit) of industry (seasonal, cyclical, structural) ; monopolistic inter- 
ference; the interaction of the foregoing factors, as, for example, the 
effects of cyclical employment upon technological employment. 

This preliminary out of the way, Dr. Mahr discusses work and wages. 
In general, higher wages follow a larger marginal product; but higher 
wages may cause a larger marginal product by raising the standard of 
living and thereby the efficiency of the labor force. In the long run 
wages higher than the marginal product will result in unemployment ; 
but wages may be above marginal product temporarily in periods of re- 
vival or prosperity or in industries with large overhead costs. The ex- 
tent to which monopolies can increase wages is contingent, in general, 
upon the elasticity of demand for the products. 

Rationalization (Ch. VI) involves essentially the problem of com- 
parative costs—the substitution of cheaper machinery for more ex- 
pensive labor. The extent to which, and the length of time for which, un- 
employment results is dependent upon the mobility of labor. Unioniza- 
tion here leads to decreased mobility and may result in chronic unem- 
ployment. A large part of the current unemployment is the result of 
the decreased demand for labor resulting from rationalization (p. 32). 
The rationalization, in turn, progresses under the pressure of too-high 
wages, 

Seasonal unemployment insurance aggravates the evil; because, by 
putting part of the burden upon society, it enables the employer to re- 
tain his labor force with less cost since it is no longer necessary for the 
laborer to build up a reserve fund against the off season (p. 45). 

Cyclical unemployment can best be controlled by stabilizing the whole- 
sale price level (pp. 49-51). At the same time, however, Dr. Mahr would 
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have the central bank curb speculation by means of timely warnings 


discrimination in the granting of credits, and other instruments (p, 51). 
The central | should not, however, curb speculation through the 
use of instruments which will jeopardize prosperity—presumably rate 
increases and sales of securities in the open market. American experience, 
it might be mentioned, seems to indicate that such warnings are not 
effective for the purpose. Likewise, the uses to which credit are put 
are not subject to control by the central bank; because discounts are 
based upon the origins—not the destinations—of credits. Larger margin 
requirements, however, might be cited as one of the other instruments not 
specifically mentioned by Dr. Mahr. 

Dr. Mahr agrees with many other students of monetary theory in 
stating that the central bank rate is more effective in curbing an infla- 


tion than in stimulating a rise from depression (pp. 52-58). But he 
goes further. He states that other instruments, such as purchases of se- 
curities in the open market, also will prove ineffective (p. 58). He con- 
cludes that the central bank can do little to stimulate employment in 
a conjuncture such as the present. Consequently, he suggests the old 
make-work argument (Ch. IX). Professor Pigou has pointed out some 
of the difficulties in the way of this scheme. 

It might be well, therefore, to examine the purchases of securities by 


the central bank a bit more closely. Such purchases give the commercial 
banks surplus reserves (or reduced debts at the central bank). Efforts 
will be made to loan out these surplus funds by reducing rates or grant- 
ing loans on poorer security. Should these efforts fail—as Dr. Mahr says 
they will—the commercial banks will not retain the surplus funds but 
will purchase available investments. These purchases will increase the 


bank balances of those who sell the investments. In other words, the vol- 


ume of deposits—and they are of crucial significance—can be increased 
even though the loans of the banks are not increased. At any rate, open 
market operations in a period of depression seem not to be as valueless 
as Dr. Mahr suggests; they certainly merit a trial. 


In his scheme for major considerations for solving the present unem- 
ployment problem in Germany, Dr. Mahr includes the following: public 
works, control of monopoly prices, reduction of tariffs and shortening 
the work day. 

Kart R. Borr 


University of Missouri 


NEW BOOKS 


Baxa, J., editor. A 1 Miiller, ausgewahlte Abhandlungen. 2nd rev. and enl. 
ed. (Jena: Fiscl 1931. Pp. xiv, 375. Rmk. 11.50.) 

Bowers, E. L. and Rowntree, R. H. Economics for engineers. (New York: 
McGraw-Hill. 1931. Pp. viii, 490.) 


ecember 1931] General Works, Theory and Its History 709 
arnings Raver, L. Bastiat et le libre-échange. (Paris: Rousseau. ) 
(p. 51), cuypenius, A. The national gain. Translated by Georc Scuauman. (Lon- 
ugh don: Benn. 1931. Pp. 92. 5s.) 
a the It is almost startling to find in this pamphlet of less than fifty pages, 
y rate written in Swedish in 1765, so clear and cogent an exposition of the liberal 
erence, economie doctrines which were soon to make Adam Smith famous. It opens 
are not with the proposition “that every individual spontaneously tries to find the 
are put place and the trade in which he can best increase national gain,’ and closes 
ints are with a plea for “one single statute, i.e., the one to reduce the number of our 
sealant statutes.” Written, as the author says, “in the silent midnight hours,” after 
argin the day's work of a country clergyman was done, with little dependence on 
ents not other economic writings, it testifies to a powerful and independent mind; 
and the reader can understand the desire of the society, Friends of Finnish 
eory in History, that it should be made known to a wider circle in an English 
in we translation. The author, as the editor says in an excellent introduction, 
But he was a “solitary man,” not linked to earlier or later writers. His work will 
be better appreciated now than at the time when it was first published. 
8 of se- Curive Day 
He con- 
ment in Crank, H. F. Economic theory and correct occupational distribution. (New 
the old York: Teachers Coll., Columbia Univ. 1931. Pp. viii, 176.) 
it some Frapenpuren, A. G. Elements of economics. (New York: Scribner’s. 1931. 
Pp. xvi, 366.) 
e Gisnat, R. Les inégalités économiques: la loi de l’effet proportionnel. (Paris: 
ities by tecueil Sirey. 1981. Pp. 296.) 
mercial Govuser, H. G. La vie d’Auguste Comte. (Paris: Gallimard. 1931. Pp. 300.) 
Efforts Hacenaver, S. Das “justum pretium” bei Thomas von Aquino. Ein Beitrag 
'grant- zur der objektiven Werttheorie. (Stuttgart: Kohlhammer. 1931. 
Pp. x, 115. 
hr says He nal B. M. and Futter, C., compilers. 4 London bibliography of the 
ds but social sciences. Vol. II. G—O. Vol. III. P—Z. (London: London School 
ase the of Economics and Political Science. 1931. Pp. xi, 940; xi, 1232.) 
he vol- Second and third volumes of the publication noted in the June, 1931, 
creased Review, page 290. 
a aaleee Honson, J. A. Poverty in plenty: the ethics of income. (New York: Mac- 
» OP millan. 1981. Pp. 92. $1.25.) 
ilueless Leperer, E. Wege aus der Krise. (Tiibingen: Mohr. 1931. Pp. 32. M.1.) 
———. Wirkungen des Lohnabbaus. (Tiibingen: Mohr. 1931. Pp. 32. M.1.) 
-unem- Two lectures by Professor Lederer of Heidelberg discuss the causes 
public of the present crisis and the ways and means of solving it. Periodical 
-tening economic crises are “normal” phenomena of the capitalistic society (he 
contends) but the present depression is especially acute because of large 
over-production of raw materials and agricultural products, rationaliza- 
}OPP tion of industry, reparations, customs barriers and international cartels, 
distribution of gold and political instability. The lowering wages will 
not solve the problem. A great slump in prices could have brought about 
an improvement in the situation, but in present conditions the capitalistic 
oie order has lost its capacity of an “automatic” readjustment. “Thus the 


moment is not far when the introduction of a planned economic order 
York: becomes a necessity. Such a problem nowadays is perfectly solvable.” 
This conclusion is no surprise for anybody who knows Lederer’s ideas. 
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However, it is to me that he has not studied properly the efforts t, 
introduce a ed economy” by the soviet government, or else }, 
would hav: his conclusions. He does not emphasize sharply enough 
that the acuter of the present crisis is greatly due to the troubled stat, 
of mind of t! asses and to the communist menace in Europe, and this 
reacts all over the world. The nebulous plea for a planned economic order 
in general is too vague for practical consideration in the near future, A]! 
efforts should be directed towards pacification of troubled minds anj 
towards a sincere coéperation of all classes. By eliminating the communis 
menace and by stabilizing normal economic conditions, the existing eco. 


nomic order will not only create an automatic readjustment but increase 
the general welfare manifold. The most important réle in this respect will 


be played by the credit apparatus of the capitalistic society which wil] 
adjust some of the extremes of the “planless” economic activity. The 
great achievement of the so-called capitalistic order in recent times has 
consisted in the rapid adjustment and development of new needs of 0- 
ciety such as an aut bile, radio, movies, canned products and hundreds of 
new mechanical devices in every nook and corner of our homes. 
P. Haenser 
Levy, H. Die Grundlagen der Weltwirtschaft: eine Einfiihrung in das inter. 
nationale Wirtschafisleben. (Leipzig and Berlin: Teubner. 1931. Pp. 253. 


R.M. 6.40. 
O’Leary, P. M. a 
Holt. 1931. Pp. 69 


r, S. H. Questions and problems. (New York: 


The authors te that these questions and problems are arranged in 
accordance wit! treatment of the subject-matter covered by Slichter’s 
Modern Economic Society, “but it is believed that they can be successfully 
used in conn¢ 1 with other texts.” 


7 


Scuoortmesgsters, H. Les lois sociales et la production. (Paris: Marcel Giard. 
1931. Pp. 18. 

Serieman, E. R. A. and Jounson, A., editors. The encyclopedia of the social 
sciences. Vol. \ Yew York: Macmillan. 1931. Pp. 690. $7.50.) 

Suicuter, S. H. Modern economic society. (New York: Holt. 1931. Pp. xii, 
909. $4.) 


Swann, W. F. G id others. Essays on research in the social sciences. 
Papers presented in a general seminar conducted by the Committee on 
Training of the Brookings Institution, 1930-31. (Washington: Brookings 
Institution. 1931. Pp. 194. 

Wacemann, E. § ir und Rhythmus der Weltwirtschaft: Grundlagen 
einer weltwirt iftlichen Konjunkturlehre. (Berlin: Reimar Hobbing. 
1931. Pp. xxvi, 419 

Waener, H. G. ’universalisme économique Othmar Spann. (Paris: 
Felix Alcan. 1 1. Pp. xxiii, 340.) 


Economic History and Geography 


Pan-Sovietis Issue before America and the World. By Bruce 
Hopper. (B Houghton Mifflin. 1931. Pp. xiv, 288. $2.50.) 
To those wl Professor Usher’s significant book, Pan-Germar- 


ism, published n 1914, this volume presents an intriguing title. 
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A reproduction of Mr. Hopper’s Lowell lectures, Pan-Sovietism gives 
an informative account of the historical background of Bolshevism; the 
tradition of revolution in Russia; the political and economic machinery 
of the Soviet system ; certain human factors of health, education, religion, 
and culture ; and closes with a long look forward, particularly with regard 
49 the relations of Russia with the United States and the Orient. The 
uthor carefully distinguishes the forces inherent in the land and the 
people from those imposed upon the country by the Communist party. 
The potential result of harmonizing these forces and of directing them 
‘oward expansion he characterizes as Pan-Sovietism. The lectures were 
intended to be of the “gadfly” type to stimulate rational study of the 
Russian experiment, not a work for scientific reference. 

The central thesis of the author is that Soviet Russia is a problem for 
Americans collectively and individually. The machine age is breaking 
down our traditional independence. The high standard of living of our 
people is endangered by the impact of socialist competition. With the 
prospect of a diminishing market in Europe, Mr. Hopper points his 
telescope to the vast potential market in Asia. Here, in the fluid East, 
where economic systems are still in the making, will be the battlefield 
between capitalism and socialism. The system that wins the support 
of the billion people of Asia may dictate the lex economica of the future. 
The réle of America as the probable economic antagonist is not only to 
salve the hurts of machine production, but to prepare for the onslaught 
of Pan-Sovietism. 

As a fitting approach to the main issue, a combat real between two 
economic systems, Mr. Hopper examines the fundamental forces that 
ire necessary to give perspective to the picture—economic pressure from 
below driving through the door of an effete aristocracy ; the Communist 
ileology of Babeuf, Marx and Engels; the national spirit that is rest- 
less for change; and the fanatical devotion of the people to the socialist 
ideal. The conflict for the markets of the world is the natural inference, 
and nothing from without short of an economic blockade or actual war 
can stop the Soviets in the forward march, nothing from within save the 
ease of prosperity when the tempo of the Five-Year Plan is relaxed. The 
lesson for America is plain: state planning to permit codrdination of 
production and consumption, the lack of which has produced the present 
world crisis. 

It is difficult to appraise a book whose contribution is to a large extent 
that of a prophecy. Historically, prophecy has been a somewhat danger- 
ous pastime. If—and it is rather a large “if’—-Mr. Hopper’s analysis 
and prevision are correct, then his Pan-Sovietism is slated for a rare 
first edition. If not, it will soon find a place on the ten-cent shelf of the 
second-hand book store. At any rate, laying aside any picayunish men- 
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tion of a few slips in minor details and certain questionable statemen}; 
of fact, the book is informative, well-balanced, based on years of tray¢ 
and careful observation, and will be welcome to all idealists who never 
tire of the economic quest of the Holy Grail, which is to abolish poverty, 


J. S. Rozrsoy 
Carleton Colleg 


4 


Forty Years of Change. The New Survey of London Life and Labour, 
Vol. I. (London: King. 1930. Pp. xv, 437. 17s. 6d.) 
American students who are familiar with Charles Booth’s monumental] 
survey of Life and Labour in London, published some forty years ago, 
will await with interest the appearance of the results of the New Survey 
which is being conducted by the London School of Economics and Politi- 
cal Science, and h aims to compare the economic and social condi- 
tions of present London with those revealed in Booth’s survey. 

The present report—the first of a series of eight volumes which will 
be required to present the results of the New Suwrvey—is preliminary to 
the findings of tl vey itself. “Its purpose is primarily historical and 
retrospective designed to bridge the long gap between the dates of the 
two inquiries by assembling and analyzing such long-period data of a 
comparable kind as are available for the purpose of tracing the trend 
of economic and social conditions in London in the past forty years.” 

The book is limited, therefore, to a presentation and analysis of such 


general economic and social data as are covered by official statistics on 


population, cost of living, wages, housing, mobility, health, education, 
recreation, occupations, unemployment, poor relief and crime. Each 


subject comprises an independent line of investigation and in most cases 
is the work of a separate author. However, Sir H. Llewellyn Smith, the 
director of the survey, is responsible in whole or in part for six of the 


thirteen chapters in the book. 

The contributors to this analysis of social and economic trends in 
a great metropolitan center were confronted with the usual difficulties 
with regard to the continuity and comparability of statistical series. 
Changes in methods of record keeping, in policies of administration, 
variations in the time sequences of reporting, not to mention the chang- 
ing pattern of population distribution in the city of London during the 
last forty years, have complicated the problem of discovering and meas- 
uring trends. The data, however, have been handled with the true cau- 
tion of experts. Limitations are pointed out and care is taken against 


fictitious interpretation. 
Although the statistical series deal with averages, which as the au- 


thors point out may represent advance with respect to certain classes 
and decline in other groups, nevertheless the general trend unmistakably 
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points to more wholesome living conditions in London than those which 
sbtained a generation ago. Real wages have risen on the average about 
9) per cent since 1890 while the hours of labor have fallen. The death 
ste (corrected) in 1924-1928 was less than two-thirds of the rate in 
1390-1894. There has been a marked decline in crimes against properfy, 
Housing conditions have improved although not so rapidly as might be 
jesired, due largely to the cessation of construction during the war. The 
«amenities” of life in the form of open spaces, facilities for leisure, 
ibraries, ete., have shown much improvement. Perhaps the greatest gain 
has been in the field of education. In Charles Booth’s time “. . . nearly 
half the parents of school children in London had probably received no 
school education ... at the present time the uneducated residue is less 
than 5 per cent... .” ' 

One of the most interesting chapters in éhe book is that which deals 
with travel and mobility, written by Ponsoby and Ruck. During the last 
forty years enormous changes have taken place in the transportation 
facilities and habits of travel of the people of London. “In Charles 
Booth’s time workmen travelled but little, being generally employed on 
the spot, and their families travelled even less.” The London railways, 
trams, and buses, now carry some 8,000,000 more passengers per day 
than in 1900. According to the authors, many of the changes in the life 
and living conditions in London are related directly or indirectly to 
the increased mobility of the population. Occupation has become segre- 
gated from residence; population has become more evenly distributed 
throughout the metropolitan area. Prices and quality of goods have 
become more uniform. Many of the external differences between classes 
have become erased ; even the Cockney dialect is disappearing, while the 
Cockney twang is spreading to other classes. 

The general tone of the report is one of optimism tempered with cau- 
tion against hasty conclusions from statistical averages. The survey 
itself, which will deal with details for classes and districts, will reveal the 
spread of the conditions shown by statistical indexes. 

A final word might be added regarding the method of presenting the 
materials. Charts, tables and notes are, for the most part, confined to 
the ends of chapters leaving the text to read as a smoothly running 
narration of conditions. A summary of the various statistical inquiries 
is presented in an excellent introduction written by Sir H. Llewellyn 
Smith. While this statement repeats to a considerable extent the material 
presented in the individual chapters, nevertheless the composite picture 
is so ably drawn that the repetition is well worth while. 

R. D. McKenzie 

University of Michigan 
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Comparative View of Dominion Problems: Canada. The Economic De. 
velopment of the British Overseas Empire, Vol. Il. By L. C. 4 
Knowtes and C. M. Knowues. (London: Routledge. 1980. Pp. 
xxiv, 616. 12s. 6d.) 

At the time of her death in 1926 Mrs. L. C. A. Knowles, formerly 
professor of economic history in the University of London, had published 
the first volume of her projected economic history of the British En. 
pire, had written a portion of the second volume, and had prepared 
notes and collected much data for the third. Her husband, a London 
barrister, has taken up the task where she left off, and is endeavoring 
to complete it according to her plan, basing his work upon the copious 
notes that she left. The first volume was concerned mainly with the eco- 
nomic development of the British colonies in the tropics, this second one 
deals chiefly with Canada, and the third is to sketch the developmen: 
of Australasia and South Africa. 

In the first part of the present volume, comprising eight chapters, 
there is a valuable comparison of economic conditions in the Dominions, 
> says Mrs. Knowles (this section 
is entirely her own work) “there has been an essential similarity of 
problems as well as essential differences in their economic outlook and 
development. They represent Western civilization in a new and less 


“In all the self-governing Dominions,’ 


crowded environment, but their economic evolution is proceeding along 
much the same road as the West has already trod.” They are similar 
in having passed through a period of colonial dependence upon Great 
Britain into one of economic nationalism; in their continued dependence 
upon paternalistic government; in having their overseas trade focused 
largely upon Great Britain, which is the great bulwark of the Imperial 
political connection; in their great concern with problems of transporta- 
tion and immigration; in their relative failure to achieve “industrialism” ; 
and in the fact that economic necessities have impelled them to establish 
federal systems of government. 

Several major factors, it is pointed out, have dominated and deter- 
mined the economic development of Canada: (1) circumstances of geog- 
raphy and climate, which make its economy very different from that 
of the United States; (2) the factor of distance from East to West 
and the tremendous problem of inland transportation; (8) the process 
of getting population; and (4) settlement at six different points, the 
Maritimes, Quebec, Ontario, the Hudson Bay forts of the Northwest, the 
Red River (Manitoba), and the Pacific Coast. The early chapters on 
Canada trace the development of these separate adventures in coloniza- 
tion. Confederation of the Provinces in 1867, to form the Dominion of 
Canada, was brought about largely by the desire of the young and ill- 
developed colonies to free themselves from colonialism, to process and 
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fabricate their raw materials in their own interests, and to colonize the 
enpire of territory between Ontario and the Pacific Coast. Confedera- 
ion was “but the first overt act in the era of Canadian nationalism,” 
and it paved the way for the adoption in 1878 of Sir John A. Mac- 
Donald’s “national policy” of substantial tariff protection. But tariff 


lished stimulation did little to advance industrialization until the home market 
En- for manufactured goods had been enlarged through the opening up of the 
ared West by the Canadian Pacific Railway. From 1867 to 1897 there was 
ndon depression and relatively slow advance, largely on account of lack of 
pring adequate transportation facilities. But since 1900, with Western wheat 
Dious as the chief foundation stone of the Canadian economy, there has been 


extraordinarily rapid expansion, and Canada has taken her place as 
one of the great exporting nations of the world. 

After seven chapters on the economic beginnings of Canada up to 
1867, there follow thirteen on the more recent period of “economic na- 
tionalism.” Of these, five deal with water and land transportation, two 
with land settlement, three mainly with exploitation of minerals, one 
with “Trade relations” and one with “Industrial evolution.” Without 
denying the importance of transportation in Canada, it would seem that 
the treatment of this subject has been unduly expanded, at the expense 
of others. The one chapter on industrialization is quite inadequate to 
give an impression of the strides Canada has made in this direction. It 
deals only with the processing of minerals and forest products and the 
development of water power, and gives little indication of the variety 
of manufacturing in Ontario and Quebec. In this chapter and in their 
general interpretation of the growth of the Canadian economy, the au- 
thors appear to look upon Canada as a country which is still almost 
wholly in the extractive stage. Early in the book they say that “the 


m”; Industrial Revolution has as yet scarcely touched any of the self-gov- 
lish erning Dominions”; that “in Canada industry is carried on by men 
with small capital working on a small scale” ; and that “the labour move- 
ter- ment is but slightly developed. The labour required on the farms is sea- 
0g- sonal, and unless a man can get work in the lumber camps he drifts into 
hat the towns.” Such statements are quite misleading when applied to a 
Jest country where the net value of “secondary production” (manufactures, 
cess custom and repair, and construction) has been in recent years almost as 
the great as that of “primary production” (agriculture, forestry, fisheries, 
the trapping, mining and electric power), where no more than a third of the 
on gainfully employed population are engaged in agriculture, and where 
i2a- the proportion of wage-earners organized in trade unions is somewhat 
of higher than in the United States. 


Other important aspects of Canadian development have likewise been 
passed over, even more completely. There is little or nothing in the book 
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on banking, finance and capital accumulation; on the labor movement anj 
labor legislation; on business organization, the trend towards dominatioy 


by large corporations, and governmental intervention against combing to | 
in restraint of trade; or on population growth and the drain of popula. his 
tion to the United States. These are, of course, factors that have become fee 
prominent in Canada’s development fairly recently; and the author; 

concern with the extractive stage of the Dominion’s history has no doubt | 
impelled them to underestimate the significance of new forces. It may 

be noted further that throughout the book relatively little attention is W 
paid to events of the war and post-war period; and that description, in 

the present tense, frequently runs in terms of 1900 or earlier—the far 

distant past in a country which has grown so fast as Canada during se 
this century. One cannot but be amused by statements or quotations, ap- sti 
parently referring to present conditions, such as these: “the great high- di 
ways were then (c. 1820), as now, the frozen rivers with the ice surface M 
covered with snow”; “however unpopular the Chinese may be .. . I do ws} 
not believe that in the whole Province of British Columbia there are to tl 
be found six households which boast more than two female English do- 

mestic servants”; “herring and smelt are so abundant that they are I 
absolutely raked into buckets by the Indians. . . . Whaling has been “ 
pursued with great success .. . in the Gulf of Georgia.” These are typi- i 
cal of many statements giving quite wrong impressions, or of positive n 
errors of facts. One feels, after noting these slips, that old documents in i 
the British Museum have had more than their fair share of influence in | 
shaping the book, and that it would have been better had it been written t 
after first-hand observation in Canada, or at least after fuller considera- ( 


tion of the voluminous data contained in any recent issue of the Canada 
Year Book. 

But with all its defects the book has many virtues. Extensive quota- 
tion from contemporary documents is used effectively to describe early 
settlement. The railway, shipping and trade chapters are good, although 
they would be more easy to follow if they contained sketch maps, more 
statistical tables, graphs and charts. Several interpretative chapters 
trace the development of Canada in broad outline and make pertinent 
comparisons between the various Dominions, the tropical colonies and 
European countries. And the book brings together a mine of information 
that is not available elsewhere. It can scarcely be anticipated that this 
will prove the “standard” economic history of Canada. That is too much 
to expect, since so little of the basic monographic work has yet been 
done. It is rather a pioneer attempt in a field that has thus far been 
little tilled; and its limitations arise in large measure from the difficul- 
ties of pioneering in a large and uncharted territory. It is most un- 
fortunate that Mrs. Knowles did not live to complete her great work. But 
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economists and historians will be grateful to her husband for his devo- 
tion in having carried it on. Those who read the book have also cause 
to be grateful to him for having included in it a biographical note of 
jis wife which, in portrayal of character, in charm of writing and in fine 
feeling, is entirely admirable. 
Harry M. Cassipy 
University of Toronto 


Wirtschaft und Gesellschaft Chinas. By K. A. Wirrrocet. (Leipzig: 
Hirschfeld. 1931. Pp. xxiv, 768. $8.) 


This is the third of the publications of the Institute for Social Re- 
search in Frankfurt-am-Main, one of the most important Marxian in- 
stitutes in the world. The author is faithful to his master. He opens the 
discussion of each new subject by preference with a quotation from 
Marx. That his ambitious study has nevertheless been well received by 
“bourgeois” sinologists and economists is an indication of the care and 
thoroughness with which he has done his job. 

His Marxianism does not make him unscientific; rather the contrary. 
It prevents him from adopting unreservedly the conclusions of the 
“bourgeois” writers whose work he quotes; it gives him a healthy, dynam- 
ic approach to his subject; and it leads him to stress not only the eco- 
nomic background of social life (which indeed would be expected in what 
is almost an economic history of China), but also the interconnection 
between economics and politics. At the same time, he does not hesitate 
to disagree with the Marxian, K. Radek. The author has never been in 
China, and does not even use Chinese sources except in translation. In- 
stead he has analyzed the literature available in European languages 
and drawn a number of new and striking conclusions. 

His thesis may be summarized as follows: The soils of the Yellow 
River valley, being largely composed of loess, do not hold moisture very 
well. At the same time, when they have a copious supply of water they 
are very fertile. The rainfall is irregular and uncertain, though adequate 
in quantity; and the stage is therefore set for irrigation. In fact, the 
dawn of Chinese culture may be dated from the development of irriga- 
tion works on a considerable scale in this valley—probably in the south 
of Shansi. Thence the art has spread over China; the province of 
Szechuan has been transformed from a series of swamps to a teeming 
inland empire. In the south, irrigated ricelands yield five times as much 
as non-irrigated. Perhaps a third of the area of China proper is arti- 
ficially watered. 

At the same time great works such as the Grand Canal have had to be 
undertaken against excessive water. (The 1931 flood in the Yangtse 
reminds us of this necessity.) The handling of the water problem was 
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too great a task for private means, and so the central government ear); 


developed considerable authority. The extraordinary yield of the jy. 
rigated soil has confirmed China in its tradition of intensive agriculture 

So far the argument, in very broad outline, of the first five hundred 
pages. The remainder is a careful description of the economic life oj 


pre-capitalist China, fitted into categories familiar to economic histor;- 
ans. 


4 


The author makes frequent use of historical material, and the prob- 
lems he discusses are largely problems of economic history. But }js 
focus is so definitely on the present-day significance of these problems, 
and he brings his material so up-to-date, that the reader never feels the 
sahjoct-matter is he remote. As an illustration we may take the discus. 


sions of small versus | ir ge -scale production, in both industry and agri- 
culture. The large undertaking is more efficient, we are told, in both 
spheres, even with the traditional technique; but the small producer has 
underbid it and has subsisted on starvation wages. 

The writer’s breadth of culture is apparent. We are treated to com- 
parisons between China and India, China and ancient Babylon and 
Egypt, China and medieval Europe, and even between China and Ameri- 

The style is easy and flowing, and by no means beyond the competence 
a one not raised to the language. In a word, the book makes fascinating 
reading. 


The lack of an index and bibliography is perhaps explainable by the 
fact that a second volume is contemplated. The detailed table of contents 


does much to fill this lack. The book is a significant contribution to the 
literature on China, to economic history and its theory, and to Marxian 
thought. 
Horace B. Davis 
New York ( ity 


NEW BOOKS 


Anperson, B. M. What England and Germany mean to the United States. 
Chase econ., bull., vol. xi, no. 4. (New York: Chase National Bank, 1931. 
Pp. 20.) 

Becker, C. L. Modern history: the rise of a democratic scientific and indus- 
trialized ciz n. (Boston: Silver Burdett. 1931. Pp. xiii, 825, xxiv. 


$2.24.) 
Birancuarp, W. O. and Visuer. 8. S. Economic geography of Europe. (New 
York: vo Hill. 1931. Pp. ix, 507. $3.50.) 


yen rp, H. E. and Spwer, G. A. Nebraska: its geography and agricul- 
(New York: Macmillan. 1931. Pp. ix, 355.) 

snucE, K. Virginia iron manufacture in the slave era. Pub. of Revolving 
Fund, Am. Hist. Assoc. (New York: Century. 1931. Pp. xiii, 482. $4.50.) 
In this interesting work Dr. Bruce brings out the place and importance 

of the iron industry in Virginia from its origin to the close of the Civil 
war. The treatment, as the author suggests in the preface, is historical 


rather than technical. 
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The development of the industry in the eighteenth century is briefly 
traced. The Revolution gave an impetus to iron manufacture, and during 
the struggle for independence Virginia furnished some ordnance for the 
ture, armies. The rise of the coal trade, the progress of the iron industry, and 
ndred the development of industries in general, form the background for the 
ife of ereater part of the book which is largely a study of the rise and progress 
of the Tredegar Iron Works of Richmond from 18388 to 1865. 

This excellent study of the great southern ante-bellum works is based 
largely on the Tredegar Manuscripts. Dr. Bruce has done painstaking 
Prob. and careful work, and the results of her researches are important con- 
It his tributions to American economic history. She clearly illustrates the in- 
dlems, dustrial progress made south of the Potomac before the war. The use of 
Is the slave labor in industry is also shown. Contrary to general opinion, slaves 
were used in Virginian iron works as well as on plantations. They were 
employed at the furnaces and forges of the colonial period, and in later 
agri times when rolling mills were being introduced, the Richmond iron masters 
both secured northern white skilled workmen to train negro slaves in the new 
r has processes. The friction which resulted between white and black workers 
on this account, the development of the Tredegar Iron Works under J oseph 
Reid Anderson, the “Master of the Tredegar,” the methods applied in 
the management of this early corporation, and the important part played 
: by it in the history of the Confederacy as the chief munition plant, are 
mete clearly and interestingly set forth. 
tence The book, however, would be more complete if further research had 
ating been made into the development of the industry in the eighteenth century, 
and also if the smaller iron works of the later period had been given more 
prominence. In order to measure up to its title, this should have been 
done. 
tents The study is a valuable one, written with literary skill, and its worth 
> the is further enhanced by a good bibliography, footnotes, tables, a few pic- 
i tures and a map. 
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‘samBERLIN, W. H. The Soviet planned economic order. (Boston: World 
Peace Foundation. 1931. Pp. vii, 258. $2.) 
In this compact and carefully scientific presentation Mr. Chamberlin 
shows how planned economy has assumed steadily larger proportions in 
the course of the twelve years since the revolution. In recent years the 
principal gains were in agriculture mainly, particularly in bringing farm- 
ing operations into the orbit of planned economic life. The sweep of collec- 
tive and state farming has national and international significance: it means 
the final breaking up of traditional stagnation and underproduction of 
tussian agriculture, against the opposition of the better peasantry to the 
regimented discipline of the collectives; and for the outside world it car- 
ries the threat of increasing exports of grain. However, the output of 
other crops such as cotton, sugar beets, oil seeds and flax are not likely to 
be exported in such volume as grain. The world need not fear the flooding 
of its markets with Soviet products, the author believes; for the Soviet 
Union itself constitutes a potential, inexhaustible market. As for the 
menace of undercutting all other countries in the matter of prices, Russia 
today is not a large-scale exporter of manufactured goods of any kind. 
Many aspects of the Five-Year Plan are closely linked with Soviet objec- 
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tives of strengthening the defensive capacity of the country. It is obvious 
that the Plan will strengthen considerably the military power of the 
Union; for, although no facts are available about the development of wa; 
industries, the large plants for the manufacture of steel, chemicals, trac. 
tors and automobiles possess potential military power as well as present 
economic value. But in this respect the Soviet is no different from other 
countries in the setting of political international relations today. 
M, Kaypen, 


Crapuam, J. H. An economic history of modern Britain: the early railway 
age, 1820 1850. 2nd ed. (New York: Macmillan. 1930. Pp. xvi, 623. 
76.75.) 

Professor Clapham has not attempted any revision of the general plan 
of this important work, nor has it been found necessary to modify the 
opinions expressed. The text has been carefully corrected, and both text 
and notes have been brought up to date. The new material in the notes 
is indicated by brackets, and the text changes may be readily traced from 
the notes. Most of these text changes are revisions designed to secure 
space for addit s to the notes. The discussion of the movement of capita] 
in 1848 has, however, been rewritten in the light of new material from 
the monograph of L. H. Jenks, Migrations of British Capital to 1875, 
But even in this instance the broader conclusions are unchanged, as the 
new material merely furnishes more substantial evidence for the view ad- 
vanced in the original text. As the position was challenged by some, the 
new material is especially welcome. The revisions are in all cases restricted 
to individual plates, so that the general architecture of the volume is not 
changed. The criticisms of J. L. Hammond are discussed in the new 
preface. His objections to the use made of statistics of agricultural wages 
ignored a number of passages containing qualifications, so that Professor 
Clapham has justly felt that there was no need to alter the text. On the 
larger issue of the general condition of England, Professor Clapham in- 
sists that an effort to see both light and shade in due proportion should 
not be interpreted as indiscriminate and hardhearted optimism. 


A. P. U. 


Counts, G. S. The Soviet challenge to America. (New York: John Day. 
1931. Pp. xv, 372.) 

Mr. Counts is an enthusiastic admirer of the Soviet system; he devotes 
the greater part of his book to a description of the Five-Year Plan. Un- 
fortunately this is in the main a repetition of statements made by Soviet 
authorities. 


P. H. 


Cross, I. B., editor. Frank Roney, Irish rebel and California labor leader: 
an autobiography. (Berkeley: Univ. of California Press. 1931. Pp. xxxvi, 
573. $5.50. ) 

Das, R. K. The industrial efficiency of India. (London: P. S. King. 1930. 
Pp. xii, 212. 8s. 6d.) 

This may be considered a companion book to Stuart Chase’s The 
Tragedy of Waste. It has not the vivid style of the latter, but it is a more 
comprehensive survey of the economic efficiency of q nation. 
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Mr. Das compares the efficiency of India with that of other industrial 
nations, rather than with the abstract standard of complete application 
of the best industrial technique. According to this moderate standard, he 
concludes that India fails to make use of about three-fourths of her 
mineral resources, two-thirds of her man power, and two-thirds of her 
capital resources. The causes of this inefficiency are many: primarily 
deficient nutrition and sanitation, illiteracy and lack of technical education, 
religious inadaptability, outworn social institutions, political subjugation, 
and an antiquated industrial structure. 

The achievement of the degree of efficiency prevailing in other indus- 
trial countries depends, therefore, on the conservation of health, educa- 
tional reform, social regeneration, political reorganization, and industrial 
reconstruction. In all of these the government, thinks Mr. Das, should 
take the lead. The necessary financial support for government undertakings 
in these fields could be obtained by the savings from Indianization of the 
army and civil service, and the production at home of goods now purchased 
abroad. The work of the government should be guided by a national board 
of efficiency to coérdinate and initiate research and education. 

Mr. Das’s diagnosis of the situation in India does not differ appreciably 
from that made by others (e.g., Vera Anstey in The Economic Develop- 
ment of India). He does not recognize sufficiently the need of regional and 
national economic planning as distinct from research and education. He 
fails to consider the hindrances to rational policies produced by class con- 
flicts in democratic governments, and as a result has too much faith in the 
efficacy of governmental action. 


a 


Crark WarsuRTON 


Derrick, S. M. Centennial history of South Carolina railroad. (Columbia, 
S.C.: State Co. 1980. Pp. x, 335. $5.) 


This is a complete and painstaking account of the South Carolina Rail- 
road, which was first proposed in 1821, chartered in 1827, and opened 
for traffic between Charleston and Hamburg (across the Savannah River 
from Augusta, Georgia) in 1833. This road was at the time the longest in 
the United States, and used the first locomotive built in America for serv- 
ice on a railroad, the “Best Friend.” Professor Derrick has been ingenious 
in searching out sources of information, and has written a history at once 
detailed and readable. This railroad furnishes really a history of Charles- 
ton and of South Carolina politics, particularly from the time of its con- 
struction to the Civil War. The limitations of the project were the limita- 
tations of Charleston’s back country, which was undeveloped industrially. 
Charleston was ambitious for herself as a port, but was not sufficiently 
thoughtful of the economy of South Carolina as a whole. Professor Derrick 
has given us much additional light on the era of internal improvements. 
The volume should stimulate others to the exploration of Southern busi- 
ness enterprise. 

Broapus 


Emprey, A. T. Waters of the state. (Richmond, Va.: State Commission on 
Conservation and Development. 1931. Pp. 444.) 

Enever, F. A. History of the law of distress: for rent and damage feasant. 
(London: Routledge. 1931. Pp. xxxi, 325. 15s.) 
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One of the studies in economics and political science edited by the dies. 

tor of the London School of Economics and Political Science. “The gu}. 
ject is approached from the historical point of view. New ground has been 


explored by a consideration of its root principles, a comparison of the 
early laws of England with those of neighboring countries, a detailed 


treatment of the period of the growth of the common law, and a study of 
the replevin action during the fourteenth to the seventeenth centuries, 
The history is brought up to date in a final chapter, which shows how 
the root principles of the law of distress at common law have been affected 
by legislation since the end of the seventeenth century.” 


FarsMaNn, M. Piatiletka: Russia’s Five-Year Plan. (New York: New Repub- 
lic. 1981. Pp. xii, 220. $1.) 


A description of the Five-Year Plan by a foreign traveller. 

Fiscner, L. Why recognize Russia? The arguments for and against the 
recognition of the Soviet government by the United States. (New York: 
Jonathan Cape. 1931. Pp. 298. $2.) 

Mr. Fischer is an ardent advocate of the Soviet cause in this country. 
He has ably collected all facts and opinions in favor of recognition of the 
Soviet government, and he ridicules with sarcasm all opponents of recog. 
nition. He has not answered, however, some of the most important argu 
ments against ognition. 

(1) According to its constitution, the Union of Socialist Soviet Repub- 
lics is not con | to a definite territory and even the word “Russia” js 
rigorously banned from all Soviet documents, press and literature; if, for 
instance, Ch or China, or Germany, or any other country goes con- 
munist, it be s a part of U.S.S.R. with all the consequences of its 
joining the Union. (2) U.S.S.R., with its monopoly of foreign trade as a 
standard institution, makes a fair foreign trade impossible (cp. Hoover, 
Economic Life of Soviet Russia, p. 170); the Soviet government specif- 
cally designates the countries, the individual firms and the volume of trade, 
thus disregarding the principle of fair competition. (3) American recog- 
nition may induce American citizens to increase their loans to the Soviet 
government, Oo! k new concessions or employment in U.S.S.R.—and 
this may result in losses. (4) Counter-measures to dumping and other in- 
jurious practices can be applied more successfully by a nation which has 


not recognized the Soviet government. (5) Mr. Fischer holds that the 
Communist International and the Soviet government are quite apart. This 
view is erroneous, because their aims are identical, their activity is co- 
ordinated and their organization is based on the same authority. (6) Mr. 
Fischer is of the opinion that the Soviet government is offering a fair 
settlement of the former Russian debts by asking new loans at especially 
high interest. New loans, however, would create new problems and bind 
tha 

the creditor. 


Goopretiow, D. M. A modern economic history of South Africa. (London: 
Routledge. Pp 267. 10s. 6d.) 

Hers, M. I., compiler. Business and banking periodicals reviewing the busi- 
ness situation. Agric. econ. bibliog. no. 834. (Washington: Supt. Docs. 1931. 
Pp. 15.) 

Hermant, M. Les paradores économiques de l’Allemagne moderne, 1918- 
1931. (Paris: Armand Colin. 1931. Pp. ix, 202. 20 fr.) 
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This volume contains the substance of lectures delivered by M. Hermant 
before the Institut d’Etudes Germaniques in the Sorbonne. It is well- 
written, oceasionally brilliant, and offers a striking blend of economic, 
political and psychological analysis; yet it is quite lacking in systematic 
quantitative study or, despite the numerous flashes of insight, ig economic 
profundity. The apparent paradoxes from which the book takes its title 
are familiar enough: increasing unemployment in the face (until recently) 
of rising wages; large capital imports simultaneous with domestic credit 
restriction; great increases in plant capacity despite obvious limitations 
on the probably accessible markets; and a host of others. Where M. Her- 
mant fails is in his explanations of how these paradoxical situations came 
into existence. Although they have actually been the products of long and 
complicated chains of circumstances, foreign as well as domestic and 
political as well as economic, he leaves one with the feeling that they are 
primarily traceable to peculiar characteristics and defects in the German 
temperament: a conclusion of little value in solving practical problems. 

The statistical material is not well handled, and some of it (notably that 
bearing on international capital movements) is employed with no apparent 
suspicion that the figures quoted are necessarily debatable estimates. The 
use of German, English and American studies of post-war Germany and 
related problems is also inadequate. 

James W. ANGELL 


Hircuins, F. H. The colonial land and emigration commission. (Phila- 
delphia: Univ. of Pennsylvania Press. 1931. Pp. xviii, 344.) 

Horrmann, W. Studien und Typen der Industrialisierung. Ein Beitrag zur 
quantitativen Analyse historischer Wirtschaftsprozesse. (Jena: Fischer. 
1931. Pp. vii, 190. Rmk. 9.) 

Hopper, B. Pan-Sovietism: the issue before America and the world. (Bos- 
ton: Houghton Mifflin. 1931. Pp. xii, 287. $2.50.) 

Humpurey, E. F. An economic history of the United States. (New York: 
Century. 1931. Pp. 648. $3.75.) 

Iananorr, D. La Macédoine économique. (Sofia: P. Glouchcoff.) 

Janson, F. E. The background of Swedish immigration, 1840-1930. Soc. 
serv. monographs no. 15. (Chicago: Univ. of Chicago Press. 1931. Pp. 
528. $5.) 

Jounson, A. A., compiler. Progress in the Soviet Union, past, present, fu- 
ture: the Five-Year Plan, with results accomplished, January, 19381. 
(Springfield, Mass.: Author, 183 Sumner Ave. 1931. Pp. 52. $6.) 

Jones, C. L. Caribbean backgrounds and prospects. (New York: Appleton. 
1931. Pp. viii, 354. $4.) 

The twentieth century has seen in the United States the development 
of a real interest in their Caribbean neighbors. Up to 1900 the peoples of 
the West Indies and countries bordering the Caribbean Sea were closer 
in their business and social relations to the countries of the Old World 
than to any of those in the New World to either the North or the South 
of them. This was not strange. The settled portions of the western hemi- 
sphere were the children of their respective mother civilizations; they did 
not overlap to any great extent nor were they in a position to help in 
the development of each other’s natural resources. Both Americas called 
on Europe for capital. As the United States became an industrial as well 
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as a raw-material country it sought foreign markets; but not during the 
nineteenth century with the vigor and intelligence which was necessary ty 
divert, except in a minor degree, the Caribbean trade from its customary 
routes. 

Trade is influenced by the flag; but it follows the dollars, the pound, the 
mark, or whatever may be the currency of those who own directly, or }, 
hypothecation, the businesses affected. The day of the dollar triumphant 
has arrived; and Professor Jones has written exactly the book which js 
needed to clear the head and steady the hand of the wielders of the hig 
money stick. 

He has given us a better and more complete study of the social anj 
economic factors which have produced what are called the Caribbean 
coun‘ries than has appeared before in any one volume. It was to be ex. 
pected that a professor of economics and political science would lk 
thorough and, within economic lines, exact; but his many years of symp:- 
thetic interest in tropical America have given him an appreciation of the 
history, cultural development and traditions of these peoples, which are 
more important for the American banker and merchant to understand than 
their budgets. The latter are ephemeral, and the former are the keystone 
of their existence. Professor Jones has rightly recognized that to under- 
stand the last thirty years, during which the United States has assumed 
its new role of “next friend,” the background of the last three hundred 
years is needed. On this all-important historical, political and _ social 
foundation, he has sketched entertainingly and accurately the stories of 
sugar, coffee, bananas, oil, and the other Caribbean products. These ac- 
counts are not casual; they even border, perhaps, on the “handbook.” 
This suggestion is not made unkindly, as the reviewer believes that it is 
precisely the combination of the practical with the historical which en- 
larges the value of the treatment. Those concerned in the direction of 
trade, agriculture, or banking in the area covered by this book, unless 
already exceptionally well informed, will do well to read it. 


F. R. H. 


Kirro, F. H. Manitoba, Canada: its resources and development. (Ottawa: 
H. M. Stationery Office. 1931. Pp. 191.) 
LippHarp, W. B. Communing with communism: a narrative of impressions 
of Soviet Russia. (Philadelphia: Judson Press. 1931. Pp. 153.) 
Lipson, E. The economic history of England. Vols. II and III. The age of 
mercantilism. (New York: Macmillan. 1931. Pp. viii, 464; v, 542. $5.) 
Lynskey, E. M. Porto Rico and the United States. Report of the Committee 
on United States Dependencies. (Washington: Catholic Assoc. for Inter- 
national Peace. 1931. Pp. 47.) 
Marueson, M. C. Indian industry: yesterday, today and tomorrow. (New 
York: Oxford Univ. Press. 1930. Pp. vii, 227. 75c.) 
Mitner, F. Economic evolution in England. (New York: Macmillan. 1931. 
Pp. 463. $2.75.) 
Mircue t, B. and Mircue ti, G. S. The Industrial Revolution in the South. 
(Baltimore: Johns Hopkins Press. 1930. Pp. xi, 298. $2.75.) 
The Industrial Revolution in the South has been unique because of the 
extraordinary civic enthusiasm of the early “cotton mill campaign,” be- 
cause of the unusually close connection between industry and sectional 
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g the feeling, and because of the presence of the Negro as a potential replace- 
ITY to ment for the white laborer in the factories. Nevertheless, the coming of 
Mary industrialism to the Piedmont is in essentials so like its earlier comings 
: in other parts of the world that the South should understand it in terms 
d, the of known consequences and accept in time the measures for mitigating its 
or by evils which experience elsewhere has shown to be necessary. “If the South 
phant is by any chance to escape certain of the ill effects that have marked the 
ich is course of industrialism elsewhere, it is to be by hushing the ancient incan- 
e big tation of a persistent Southern tradition, and seeing ourselves in the flat 
light of historical experience.” This is the main theme of the Mitchells’ 
| and book, and, as the quotation indicates, the authors regard themselves “‘not 
Dbean only as students” of the change “but as advocates” of this attitude toward 
e ex- it. In this volume, their greatest contributions are to the interpretation of 
ld be people’s ideas about industry rather than to the history of the mills 
mpa- themselves. Thus they perform a particularly useful function in explaining 
f the to Northerners why it was that “the poor whites regarded any man who 
h are built a factory and welcomed them into his village as a messiah” and in 
than explaining to Southerners why the “graceful patronage” of the mill vil- 
stone lage is not likely to serve as a permanent solution of the labor problem. 
nder- The book is made up of twenty-seven articles published on different 
umed occasions—many of them provided by the series of Southern textile strikes. 
adred “Little attempt has been made at revision, and consequently there is over- 
social lapping.” The effect is cumulative, but it would have been even stronger 
es of if the substance of the book had been welded into the single extended 
@ ac- essay which the authors are so admirably equipped to write. 
00k,” Carter Goopricu 
it is 
h en- Motorov, V. M. The success of the Five-Year Plan. (New York: Interna- 
m of tional Pubs. 1931. Pp. 77. $1.25.) 
nless This represents the official speech delivered in March, 1931, by the new 
chairman of the Council of People’s Commissars (prime-minister), 
H. U.S.S.R. The English text is almost identical with the Russian as it was 
published in the Soviet press. A curious alteration has been made, how- 
ae ever, in the passage relating to the question of forced labor. Molotov 
. denied the existence of forced labor in U.S.S.R., saying that they simply 
upd applied the principle, “if any would not work, neither should he eat.” 
7” Evidently the speaker and his audience were unaware that he was using 


Apostle Paul’s commandment (II Thess., 10); and later the Soviet censors 
4 corrected his “blunder.” Consequently, in the English version this passage 
utter was translated as, “no citizen of the Republic may refrain from labor!” 


nter- Molotov declared that only about 60,000 prisoners were employed in 
N the northern districts, and this for road construction only. Memorandum 
need No. 1 of the Bureau of Research on Russian Economic Conditions, Uni- 
versity of Birmingham, and other publications, have disclosed that forced 

931. labor has been used to a large extent in the lumbering industry also. 
Molotov denies that Russia is applying dumping methods in her export 
outh. policy and stresses the fact that in 1930 Russia’s share in the world 
export trade was only 1.9 per cent. This statement is misleading. In a few 
f the important branches the réle of Russian export is considerable. The Rus- 
” be- sian market is artificially deprived of these important commodities, much 


ional needed in the country itself; the Russian population is forced to supply 
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them to the government at a very low price; they are dumped abroag 
where the market suffers from overproduction and sold at a price beloy 
any normal cost of production. 

Paut Haensey 


Moutron, H. G. Japan: an economic and financial appraisal. (Washington: 

3rookings Institution. 1931. Pp. xix, 645. $4.) 

Muxuerseer, B. B. An economic and commercial geography of India, (Cal- 
cutta and London: Thacker. Pp. 168. 6s. 2d.) 

Myers, D. P. The reparation settlement, 1930. (Boston: World Peac 
Foundation. 1930. Pp. 249. $2.50.) 

Normano, J. F. The struggle for South America: economy and ideology, 
(Boston: Houghton Mifflin. 1931. Pp. 294. $4.) 

Oasurn, W. F., editor. Social changes in 1930. (Chicago: Univ. of Chicago 
Press. 1931. Pp. 203. 

Parrerson, E. M., editor. Elements of an American foreign policy. Annals, 
vol. 156. (Philadelphia: American Academy of Pol. and Soc. Science. 193}, 
Pp. 187. $2.50 

Poxrovsky, M. N. History of Russia from the earliest times to the rise of 
commercial capitalism. (New York: International Pubs. 1931. Pp, xvi, 
383. $3.50.) 

Qvuesapa, E. Die Wirtschaftsbeziehungen zwischen Latein-Amerika und den 
Vereinigten Staaten. (Leipzig: Deutsche Wissenschaftliche Buchhandlung. 
1931. Pp. 86. 

Rirrer, H. L. Washington as a business man. (New York: Sears Pub. Co. 
Pp. 308. $3.50. 


Rout, E. An early experiment in industrial organization: being a history of 
the firm of Boulton and Watt, 1775-1806. (New York: Longmans Green. 


1930. Pp. xvi, 320.) 

This book deals with the marketing of steam engines, their erection in 
mines and factories, the new foundry, the organization of work, labor 
problems, and thx iness policy of Boulton and Watt. The period covered 
is chiefly 1775-1801, whilst the firm lasted until 1850. The author shows 
how Boulton and Watt made the steam engine a commercial success, pre- 
sents the development of engineering skill and business management, and 
illustrates the benefits of competition in industry. He follows the recent 
tendency in playing up the part of Boulton without minimizing that of 
Watt. Watt improved the Newcomen engine, and Boulton made the im- 
proved engine a practical success. 

The Boulton and Watt plant grew out of a silver and plating workshop 
and a general hardware manufactory. During the first decade, 1775-1785, 
a number of steam engines were sold to the owners of Cornish tin and 
copper mines, who had been accustomed to the old Newcomen engine. 
Later, when the rotative engine was available, the chief market became 
the factory making textiles, iron and steel, flour, and liquor. This change 
in market helped to bring about a change in sales policy from providing 
chiefly a license to operate, supplying a few parts, and overseeing the 
erection of engines to performing more and more of the work and finally 
supplying and installing the completed engine. It also helped bring about 
a change from royalties on the saving in fuel to the payment of a lump sum. 
The author makes a good deal of the change from the early days when 
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broad Boulton and Watt were little more than consulting engineers, with a 
below patent of monopoly, to a time when they made much or all of the engine. 
“The combination in one concern of ironmaster and engineer meant, more- 
SEL over, the establishment of the first factory in the engineering industry of 
the world” (p. 156). It was the threatened loss of a monopoly, through the 
igton: expiration of the patent, that consed the firm of Boulton and Watt to 
become really efficient. 
(Cal- The author has examined a great many of the original manuscripts in 
the Boulton and Watt collection in Birmingham and reproduced a number 
Peace in the appendices (pp. 279-315). His chief contributions, however, lie in 
the period 1795-1801 and in the field of management. He shows not only 
logy, that Boulton was a genius in getting capital, finding a market for his 
wares, developing skill, and codperating with the difficult Watt, but that, 
iicago when the sons of Sanlien and Watt came into the business in 1794, conch 
greater progress was made in organization. Indeed the author finds that 
nals, Taylor and Ford were really anticipated in the factory organization of 
1931, the second generation of Boulton and Watt. At many places we cannot 


help seeing the student of Alfred Marshall looking for early examples of 
se of later developments. 


. Xvi, This book makes us want more research in these same papers even to 
the year 1850, if that would prove profitable, and also comparative studies 

1 den in the history of other firms. 

lung. N. S. B. Gras 


. Co, Sarzman, L. F. English trade in the Middle Ages. (New York: Oxford 
Univ. Press. 1931. Pp. xii, 464. $4.50.) 

ry of The period covered by this book is roughly 1066-1558. Five major 

ween, topics are dealt with—the tools of trade (money, credit, and weights and 
measures), the centers of trade, the law merchant, transportation, and 


on in foreign trade. The last-named is called by the author the “heart” of his 

labor subject, and is given twice as much attention as any one of the other 

vered topics. Just why this should be, is not clear. It might be a justifiable 

hows point of view to regard foreign trade in modern times as all-important for 

pre- England, but it seems to the reviewer that in the Middle Ages the im- 

, and portant trade was domestic, between townsman and townsman and be- 

ecent tween town and country. 

at of This little book is made up of innumerable concrete instances taken 

> im- from original sources, generally printed sources. It embodies prodigious a 
labor and leaves us all the debtor of the author. It is indeed a fitting com- ta 

shop panion volume to the author’s English Industries in the Middle Ages. .¢ 

785, The author points out the lack of large coins and very small change in i aig 

and the early part of the period. He deals interestingly but not exhaustively a 

gine. with the subject of credit. Credit economy is taken to be something very 

came distinct from money economy. The position of the Church in medieval 

ange trade is ignored. This is like leaving the dole out of current British politics 

iding and prohibition out of American. A great many commercial documents 

r the cannot be understood without considering the prohibitions of the Church 

nally and the resulting commercial subterfuges. It may be, of course, that the 

bout author intends to treat of this subject separately. Certainly he has laid 

sum. some of the foundation stones for such a study. 

when This is just the book for an economist who wants to get an intimate 
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picture of medieval trade in two evenings’ reading. He may feel that th. War 
early part of the period is not adequately differentiated from the latte ca 
and he may feel that the subject of trade is somewhat severely cut uy 5: 
and deparitmentalized; but he will carry away clear pictures of many Wal 
economic situations in a society that was as different from our own as jg y 
that of Western China today. Wu 

N. S. B. Gras 1 

Scuacut, H. The end of reparations. Translated by Lewis Gannett, (Ney t 
York: Jonathan Cape. 1931. Pp. 248. $3.) t 

Sevicman, E. R. A. and Jounson, A. S., editors. Encyclopaedia of the social i 
sciences. Vol. IV. Commerce-Dante. (New York: Macmillan. 193}, Pp. ¢ 
737. $7.50.) 

Suann, E. An economic history of Australia. (Cambridge: Cambridge Uniy, ( 
Press. 1930. Pp. xi, 455. 18s.) 


This survey of Australian economic development from the foundation 


of the first colony to the present day is based partly on the large output 
of research monographs and articles which have appeared during the past 
fifteen years. It divides the story into three periods, but eschews any sug. 
gestion of “stages.” The task of founding a colony as a penal settlement 
raises interesting comparisons with the problems of founding the colonies 
in North America. Communism in consumption of the rations sent from 
England is supplemented by communism in agriculture and manufacture; 
but private enterprise soon creeps in, and farming, industry, and trade 
become the province of free settlers, officers, and men whose sentence has 
expired. The discovery of great plains suitable for sheep-grazing provided 
the first real stimulus, and till 1850 Australia was a vast sheep-ranch. Gold 
brought population, and, as it coincided with the grant of self-government, 


it opened the way for development, but on purely sectional state lines. 
The difficulties and antipathies which sprang from the absence of com- 
mercial or political union till 1900 suggest speculation concerning the 
early national period in the United States if the thirteen states had not 
devised the instrument of federation. Since 1900 Australian development 
has been overshadowed by growing nationalistic ideas of self-sufficiency 


and ‘“‘a hermit economy’’; Professor Shann finds in ‘“‘Protection All Round’ 
and exaggerated resort to external borrowing for “development” the two 


main causes of the continent’s present tribulation. But too much is asked 
of us if we are expected to believe that Australia would have escaped its 
present debacle if it had stuck to a low tariff and been satisfied to rely 
mainly on exports of wheat, wool, and other primary products. The book 
is well written; the style is at times almost racy, and there are some 
splendid pen pictures; but maps and a bibliography would have been 
useful. 


Hersert Heaton 


Suranyi-Uncer, T. Economics in the twentieth century: the history of its 
international development. Edited by Epwin R. A. Seuieman. (New York: 
W. W. Norton. 1931. Pp. xix, 397. $5.) 

Touran, J. The economic life of the ancient world. (New York: Knopf. 
London: K. Paul, Trench, Trubner. 1930. Pp. 361.) 
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WanswortH, A. P. and }ann, J. D. The cotton trade and industrial Lan- 


cashire, 1600-1780. (Manchester: Manchester Univ. Press. 1931. Pp. xii, 
539. 25s.) 


Wansuaw, R. I. Alexander Hamilton, first American business man. (New 


York: Greenberg. 1931. Pp. 251. $3.50.) 


Wuuams, I. A. The firm of Cadbury, 1831-1931. (New York: R. R. Smith. 


1931. Pp. ix, 295. $3.) 

When the tea and coffee dealer, John Cadbury of Birmingham, began 
the making of cocoa and chocolate in 1831, the firm of Cadbury is said 
to have had its beginning. From that time to this, the firm has devoted 
itself to these two products and for them it is known throughout the 
civilized world. The two sons of the founder took over the business in 
1861, and in 1899 it became a limited liability company owned by the 
Cadbury family, no shares being sold to the public or to employees until 
1912. 

The early success of the firm was due, in large part, to the rising taste 
for sweets and to the emphasis put upon honest products by the Cadburys. 
Indeed the author is inclined to regard “‘no adulteration” as the foundation 
of the business. We should, of course, remember in this connection that the 
Cadburys were Quakers. Commercial travellers were used from about 1850, 
when one of them began regularly to cover much of the northern part of 
England. In 1881 the first agent was sent overseas—to Australia. Adver- 
tising, which had been carried on by an agency, was managed directly 
from 1905 onward, At the present time the firm is responsible for the 
publication of pamphlets and books and has a regular plan for welcoming 
visitors. In fact, there are 120 trained guides to show visitors, who come 
from all parts of the world, the various parts of the well-equipped plant. 

What is of greater interest to the author than the manufacture of cocoa 
and chocolate is the development of a welfare and labor policy. A large 
part of the book is devoted to this subject. About all that can be done for 
employees is done by this paternalistic firm. Teeth, general health, educa- 
tion for life and work, amusement, recreation, vacation, unemployment, and 
old age are all part of the firm’s careful consideration. While an earlier 
generation of Cadburys was anxious to prevent employees from eating too 
much of the product, this generation is striving hard, and with success, to 
teach the use of the toothbrush. The climax to the welfare work is the 
construction of the model village of Bournville in which many of the 
employees live. 

In the manufacture of cocoa and chocolate the Cadburys did a good 
deal of pioneering, but they were without an adequately trained chemist 
until 1901. Some tricks of the trade were learned from France and Ger- 
many. In 1908 the firm began to make some of its own machinery. In the 
period 1925-80 so much machinery was introduced that about 3,000 em- 
ployees were thrown out of work. Of course, in the face of machine 
economy the welfare of employees has to take a second place. This proves, 
I think, that the welfare work was largely a matter of enlightened selfish- 
ness. 

In the history of this firm we see intuition giving way to planning in 
general management. Concentration of control gives way to the delegation 
of functions. Personal interest in labor gives way to corporate interest. 
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ields to the economies involved in consolidation—in 19}, 
and Sons of Bristol. The plans for an ideal single fy. 


yield to the necessity of having factories overseas wher 

| but the finest products. Decentralization of production 

f has already begun. Indeed adjustment and constant 
the life of the business. 


to know more about the sources of information, but in , 
may be said to be family and business materials. Appar. 


at of the family and the firm, though the reader igs no 
by any bias or partiality of treatment. Indeed the wor; 
in a dignified piece of advertisement. The author has , 
iness enterprise, but does not thrust this upon the reader: 
seems to be to present an interesting story of the facts 9! 
f a great firm. He has succeeded admirably. 


N.S. B. Gras 


Cuban situation and our treaty relations. (Washington: 
ition. 1931. Pp. xiv, 207. $2.50.) 
ssion to the Far East, 1930-81. Report of the Cotton 
H. M. Stationery Office. 1931. Pp. 96.) 
1 the Boulder Canyon project. Historical and physical 
th the Colorado River and lower basin development, 
lorado River Commission of the State of Calif. 193], 


Greece. Bull. no. 45 (rev. of bull. no. 9). (New York: 

ational Finance. 1931. Pp. 23.) 
history by students of Charles McLean Andrews. (New 
iv. Press. 1931. Pp. xvi, 345. $5.) 
ons of Professor C. M. Andrews of Yale University, both 
1 writer, are suitably celebrated in this volume of articles 

lents. Four of the twelve articles deal with economic 


rters of the seventeenth century,” by Viola F. Barnes; 


New Netherlands,” by Clarence W. Rife; ““The economic 
of Baltimore,” by Clarence P. Gould; and ‘The settle- 
of British West India plantations in the eighteenth 


nk W. Pitman. The aim of the various writers is the 
erpretation of the facts of American colonial history. A 
1 


larship pervades the whole volume. 


B. G. 


es. Georgia year book of agriculture, 1930 edition 


tical report on prices, wages and hours of labour, em- 
unemployment, industrial accidents, building societies, 
s and income-taz, land and land-tax for the year 1929, 
summary of the Dominion from 1880 to 1929. (Welling- 
Statistics Office. 1981. Pp. xlvi, 199. 4s.) 
of major forces in world business depression. (New 
[Industrial Conference Board. 1931. Pp. 54. $1.50.) 
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Governmental Control of Crude Rubber: the Stevenson Plan. By 
Cuartes R. (Princeton: Princeton Univ. Press. 
1981. Pp. xiv, 285. $2.50.) 

The volume under review represents one type of investigation re- 
ayired if economists of this generation are to do for their times what the 
economists of the classical school did for theirs. They did two things: 
(1) they convinced men of the errors and evils of mercantilism (for the 
period in which they lived, though, indeed, their supposed “proof” com- 
monly went further than this), and (2) they persuaded men that a 
system of free enterprise, free trade, free competition would promote the 
vealth of nations. Economists today have likewise a twofold task: (1) 
to exhibit the nature and causes of the eyils of laissez faire, and (2) 
to guide public policy toward an acceptable alternative. Economists need 
not be politicians, but they certainly must be something more than 
closet philosophers if they are to regain for themselves and their science 
the influence exerted a century ago. And to do that requires, now as 
then, attending to the last obsequies of a defunct industrial system, as 
yell as attending through the birth struggle of a new economic order. 
Not all of those who would retrieve the lost reputation of “political 
economy” are equally fitted for the performance of both functions. But 
the calling of economic mortician is comparatively easy of entrance 
and attracts many apprentices nowadays. While none has appeared who 
gives evidence of being able to “fill the shoes” of Dr. Adam Smith in this 
job, unless it be Thorstein Veblen, there is no dearth of ambitious aspir- 
ants. The other réle is a more difficult one and is correspondingly 
eschewed, There is good reason, therefore, for acclaiming its choice by 
a capable economist. Professor Whittlesey has shown himself in this 
monograph an expert economic obstetrician, and we hope he will con- 
tinue to devote his talents to this work. 

A brief outline of the study will furnish a basis for a succinct sum- 
mary of its salient results. Chapter I gives a history of plantation 
rubber. The industry is of recent growth, having been “born” no longer 
ago than 1910. Chapter IT sketches the background and development of 
the Stevenson plan. The collapse in the price of rubber in 1920-22, 
reaching a minimum of 12 cents in the latter year, was not solely due 
to the inability to reduce supply in the face of a trade slump, but was 
also traceable to the introduction of the cord tire, resulting in greater 
mileage. Diminishing, though far from disappearing, profits induced 
the Rubber Growers’ Association to start propaganda for restriction, 
which led to the appointment of the Stevenson Committee in October, 
1921. Failure to secure the adhesion of the Dutch East Indies to the 
proposed plan did not deter the committee from eventually recommend- 
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ing export restriction, based on 1920 output, which plan the Colonia] 
Office finally approved, effective November 1, 1922. 

Chapter III traces price movements. The immediate effect was , 
substantial advance from 16 cents in the last quarter of 1922 to ap 
average price of 28 cents in the first quarter of 1923. With the gradual 
diminution of the psychological effects of the Restriction act, the price 
declined to 18°4 cents in June, 1924. Thence it mounted steadily tog 
peak of $1.28 per pound in July, 1925. After the panic the price 
dropped in 1926 to a range of 87-40 cents, where it held steady during 
1927. In anticipation of, and with, the announcement of the removal of 
restriction, in April, 1928, the price fell away rapidly, reaching 17 
cents in that month. 

The administration of the Stevenson plan is described in the fourth 
chapter. Of most interest is the procedure for fixing the standard quota 
of individual planters. The divergence of interest between the small 
estates of less than 200 acres and the large estates, between the native 
estates and the corporation estates, between the new plantations brought 
in after 1920 and the old estates with declining yield, and between Ma- 
layan growers and Ceylon growers—all these conflicts of interest within 
the restrictive areas and the measures taken to allay or resolve them 
are thoroughly probed. Indeed, the problem of assessment of quotas is 
declared by the author to be “the most important that arose in the 
administration of the Stevenson plan”; and no one familiar with the 
experience of German cartels will be inclined to dispute him. He adds: 
“Failure to solve this problem properly weakened restriction by al- 
lowing larger exports than should have occurred (were contem- 
plated?); it created injustice between individual planters, favoring 
some while compelling others to bear more than their share of the bur- 
den; and it contributed to the various problems relating to the use 
of coupons and export licenses” (p. 66). 


But there is also due appreciation of the inescapable problem of 
smuggling, or boot-legging as we have termed it in another, and not al- 


together dissimilar, connection. While smuggling is shown to have varied 
with the price of rubber, it continued to be “a growing evil” through- 
out the restriction period. “In spite of all that could be done smuggling 
still persisted and it is doubtful whether any permanent improvement 
with respect to prevention was practicable” (p. 59). 

A third major problem in the administration of the plan was the 
making of changes in such fundamental features as the base price, ex- 
portable quota, taxes on excess-quota exports, and the like. In refer- 
ence to the first of these, in particular, the advance in the base price 
from 30 to 42 cents in the second quarter of 1926 is shown to have 
been unwarranted and impolitic. 
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Chapters V and VI describe the effects of restriction on the produc- 
ing countries. Outstanding results were: (1) a “distinct improvement” 
‘n maintenance, methods of tapping, and general health of trees; (2) an 
increase in cost of production consequent on curtailment of output, 
with a proportionately heavier handicap in this respect for the larger 
and more efficient estates than for the smaller, native holdings; (8) a 
substantial rise in the wages and standard of living of the workers; 
(4) expansion of production in the Dutch East Indies, with a “very 
unexpected growth” in both the cultivated areas and in the current out- 
put of native planters relative to corporation estates; and (5) extensive 
experiments in the cultivation of rubber in other parts of the world, 
notably by Firestone in Liberia and by Ford in Brazil. 

The most notable effect on consuming countries (Chapter VII), at- 
tention being confined to the United States, was the cutting down of 
demand, partly by more efficient use, but chiefly by the development of 
reclamation, which “amounted virtually to the creation of a new in- 
dustry in this country” (p. 142). The effect on investing countries is 
shown in Chapter VIII. 

Chapters IX and X are devoted to a survey of theoretical considera- 
tions and a statement of general conclusions. In regard to the diplo- 
matic issue which developed between the United States and Great Britain 
over the Stevenson plan, the author finds that neither country’s posi- 
tion was disinterested. He finds neither a sound basis for protest by the 
United States, nor an adequate economic defense for Great Britain.’ 
But the plan, nevertheless, was inherently ill-conceived and faulty. It 
was ill-conceived, because it embodied no permanent control over supply, 
and in the nature of the case, therefore, was bound to fail (p. 179). 
was faulty, because both as originally framed and as actually adminis- 
tered it was characterized by “extreme inelasticity” (p. 182). The 
general conclusion is (p. 195) that, “on balance the Stevenson act was 
disadvantageous to society as a whole.” Five appendices and a bibli- 
ography contain helpful information for those who may wish to study 
the sources. 

The reviewer may be permitted to offer some reflections in lieu of 
criticisms upon this significant study of an essay in the rationalization 
of industry. Three major obstacles appear to be encountered by col- 
lective efforts to control production, either governmental or voluntary. 
The first is the diversion of demand. The versatility and resourceful- 
ness of men in devising alternative technological expedients or substitute 


‘Professor Whittlesey’s conclusion on this aspect of the case is not shared by 
Mr. J. W. F. Rowe, who has made a survey of the Rubber Restriction Plan in one 
of a series of monographs on Raw Material Control being published by the Royal 
Economie Society, as supplements to the Economic Journal, Memorandum No. 29, 
April, 1931. 
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consumable goods for the satisfaction of keenly felt wants are yl 
illustrated in this instance by the development of rubber reclamation, 
the discovery of synthetic rubber, and the invention of the cord tire. 
The second obstacle is the conflict of interest and friction among vari. 
ous groups, areas, producers submitting to or exercising control. Th 
large ‘corporation-owned estates vs. the small, self-cultivated planta. 
tions, the efficient, expanding producers vs. the inefficient, fixed or de. 
clining producers, the foreign-owned, absentee-managed estates vs. the 
native estates, the Malayan no-alternative producers vs. the Ceylon 
catch-profits producers, the treacherous smuggler vs. the faithful mem. 
ber—here are the germs of continual discord. The third obstacle j; 
the interference by interlopers. In this instance it was chiefly the Dutch 
East Indies planters who “reaped where they had not sown,” but the 
American interests in Liberia and Brazil were a potentially not less 
formidable threat to effective control. 

How may these obstacles to the success of a planned economy in 
any sphere be overcome? Professor Whittlesey makes no suggestion. 
At several points he seems to express a profound skepticism that they 
ever may be. The reviewer shares his skepticism only so far as it is based 
on experience with types of control organized upon such bases as have 
so far been tried. He has no panacea for the ills of competition. But 
he believes that he can detect a common error in all the experiments 
in rationalization of industry in capitalistic economies which he has 
studied. They have proceeded, all alike, upon the assumption that only 
the interests of producers need to be conserved and therefore deserve 
representation in the body responsible for regulation or control. The 
mistakes in policy that flow from such a biased, unilateral organization 
of industrial control seem to him to be inevitable. They create the ob- 
stacles we have enumerated. When shall we learn to face the patent fact 
that a functioning economic unit is a fund of capital, a group of work- 
ers, and a body of consumers? And when, recognizing that fact, shall 
we be ready to reorganize industry in juristic units that correspond 
with economic actualities? When, in short, shall we abandon the gro- 
tesque notion now imbedded in the law of every capitalistic country that 
a business unit is nothing but a fund of capital, a corporation? 

Myron W. Warxiys 

New York University 


The Plight of Cigarette Tobacco. By T. J. Woorter, JR. (Chapel Hill: 
Univ. of North Carolina Press. 1931. Pp. xi, 99. $1.) 
This little book is addressed primarily to a comparison of the weak 
position of the growers with the strong position of the dominant cigar- 
ette manufacturers, dealers, etc., with respect to dealings in flue-cured 
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tobacco, and to the difficulties which surround attempts on the part of 
growers to strengthen their position by coéperative marketing. It pre- 
sents a brief background of tobacco history, social and economic con- 
jitions in the flue-cured belt, manufacturing, trade and marketing 
practices, and the relationship of federal taxes and cigarette con- 
sumption to farm prices. 

Contrasting with the disorganized position of growers is the con- 
centrated buying power of the “big four” cigarette manufacturers and 
companies buying for other domestic and foreign trade. With the aid 
of well selected quotations from reports of the Federal Trade Com- 
mission, the history and extent of this concentration is traced, from 
the days of the tobacco trust down to recent times. Considerable em- 
phasis is placed upon the influence these companies are capable of exert- 
ing on farm prices, and on the enormous profits accumulated. 

The meeting point of the buying interests and growers is on the auc- 
tion warehouse markets. Here the author is on familiar ground, and 
his description is graphic. The rapidity of sales, the fluctuations of 
price not explained by variations in the quality of the tobacco, and 
the undercurrents of speculative buying whereby others than the grow- 
ers themselves frequently derive much of the profit, are discussed. Com- 
pared with these inequalities are the potential advantages of codperative 
marketing wherein the tobacco is pooled on a grade basis. But the 
auction marketing system and codperative marketing are in direct com- 
petition. “Under the militant, fire-eating stimulus of its organizers, the 
organization (Tri-State) started avowedly to do battle with the tobacco 
companies and the auction warehouse system, and it was only human 
for the companies and warehousemen to meet them in a similar spirit 
of antagonism.” However, the more fundamental error of monopoly con- 
trol of supply and dictation of prices attempted by the association is 
brought out with the observation that codperatives have now discarded 
this principle and are emphasizing such services as grading, information, 
and marketing economy. The increasing réle of government tobacco in- 
spection of grading service, both as to the auction and coéperative mar- 
keting systems, is noted. 

Chapter V, devoted to a discussion of federal taxes on cigarettes, 
appears lacking in thoroughness and clarity. With the observation that 
“tobacco is practically the only commodity still bearing a wartime bur- 
den” it is suggested that there would seem to be no good reason why 
it should continue to do so. Conclusions are deduced that in the event 
of a reduction in taxes: (1) retail prices of cigarettes might be low- 
ered, enabling the manufacturers to increase volume; (2) the manu- 
facturer’s profit might be increased; (3) prices paid to growers might, 
but probably would not, be slightly increased. The last alternative is 
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accompanied by two wholly inconsistent arguments, first that ° “supply 
* and second that “manufac. 
turers offer only such prices as will cause the farmers to produce what 


is main controlling factor of farm price, 


they need.” Under the first premise it seems that manufacturers pay 


what they have to pay under the existing conditions of supply and 
demand, which appears logical. Under the second premise, howeyer, 
they are charged in effect with paying such a price as they shrewdly 
calculate will “string” the growers along for another year. Little weight 
is attached to the possibility that reduced taxes, accompanied no doubt 
by reduced retail prices, might lead to further expansion of cigarette 


sales and an enlarged outlet or intensified demand for tobacco of the 
grades involved. Rather it is argued that the manufacturer would pocket 
the profit fron n reduced taxes. 


Under a discussion of ee tion and farm price are presented 
various tables and diagrams, by which the conclusion is reached that 
no relationship exists between cither cigarette consumption or the total 
disappearance of flue-cured tobacco and farm price. However, a close 
relationship is later noted between total supply and price. A degree of 
error exists in both conclusions ; for logically neither the available supply 
nor the demand but the relationship between the two determines price. 
No analysis from this point of view is presented. 

The Plight of Cigarette Tobacco calls attention to many of the so- 
cial and economic conditions which form the background of life among 
growers of flue-cured tobaccos, and the problems confronting the grov- 
ers in effectively marketing their crop. Its analyses and conclusions are 
not always marked by completeness, soundness, or consistency; but 
from a descriptive standpoint it is well worth reading, and unquestion- 
ably it is thought-provoking. 


Cuartes E. Gace 
Washington, D.C 
NEW BOOKS 
ArNoLp, R. and Kemnirzer, W. J. Petroleum in the United States and pos- 
sessions: a presentation and interpretation of the salient data of geology, 
technology, and economics of petroleum in each state and possession 
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This small book is the report of Yakovlev, Commissar of Agriculture of F 
the Soviet Union, to the Sixteenth Congress of the All-Union Communist 
Party in 1930. The Commissar begins his report by referring to the great 1 
increase in mechanical power on farms in the United States, during the 
decade following the war. He refers to this increase in mechanization for 
the purpose of contrasting the situation in the United States with that in 
the Soviet Union. He calls attention to the fact that the decade which I 
witnessed a considerable increase in power driven machinery in the United 
States also witnessed a sharp decline in the purchasing power of the 


American farmer. He borrows a Russian expression to refer to this as the 
“scissors.” He also points out that on account of the limited size of farms 
in the United States, conditioned by the existence of private property in 
land, tractors can be used economically only on a small percentage of the 
cultivated area and that the number of hours of utilization of each tractor 
is very low on many farms which do operate tractors. He points with 
pride to the system of state and collective farms which makes possible the 


maximum utilization of potential tractor-hours in Soviet Russia. 
The remainder of the report dwells on the progress of collectivization of 
agriculture during the first two years of the Five-Year Plan and discusses 


the problems of the collectivization movement which have to be solved. 
There are references to the period during the early part of 1930 when 
the bitter opposition of the peasantry forced a modification of the policy 
of the Communist party. These references, of course, give no hint of the 
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danger of the situation at that time. Yakovlev makes it abundantly appar- 
ent that the modification of the policy of the Communist party did not in 
any sense mean that the program of collectivization by pressure was to 
be abandoned, but instead he insists that every effort is to be made to 
bring about complete collectivization at the earliest possible time. 

There is an interesting description of the plan for the partitioning of 
the Soviet Union into zones specializing in the production of particular 
crops or carrying on distinctive types of husbandry. The author also 
describes briefly the plans for making good the shortage of meat and 
dairy products through the establishment of animal-breeding ranches on 
a state and collective basis. 

C. B. Hoover 
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Interstate Transmission of Electric Power: A Study in the Conflict of 
State and Federal Jurisdictions. By Hucu Lanepon E spree. 
(Cambridge: Harvard Univ. Press. 1931. Pp. xiv, 212. $2.50.) 

This book constitutes a study in the conflict of state and federal juris- 
dictions. The author analyzes the legal and administrative problems 


ha 
hes- | 
rican | 
93], 
rduc- 
Penth 
ery. 
260) 
Val- 
931, 
blot. 
ural 
Pp. | 
real: | 
ork: 
the 
ison: 
His- 
lated 
128, 
re of 
unist 
eat 
the 
for 
at in 
rhich 
ited | 
the 
s the 
arms 
y in 
f the 
with 
n of 
18ses 
lved. 
olicy 
f the 
| 


740 Reviews and New Books [ December 


that have arisen in connection with the interstate transmission of ¢lec- 
tric power in order to determine whether state regulation is being serj- 
ously hampered by the growing volume of interstate business. The 
method of procedure employed is an examination of the cases involving 
interstate operations that have come before the state commissions, the 
period selected being from 1919 to the present time. The work is a schol- 
arly one; it is well written, fully documented, and carefully reasoned; 

The book contains six chapters. Chapter 1 introduces the subject. 
Chapter 2 deals with the state legislation forbidding the exportation of 
electric power. The author indicates the extent of such legislation, points 
out its significance, and discusses its constitutionality. Chapter 8 treats 
of interstate transmission and rate regulation. Data are presented with 
respect to the amount of interstate power, and the court decisions deal- 
ing with the extent of the authority of the states to regulate the sale 
and distribution of interstate power are discussed. In Chapter 4 the 
author reviews the cases involving interstate transmission of power that 
have come before the state commissions, the cases being classified under 
two heads: those that embrace wholesale contracts; and those that do 
not. In Chapter 5 attention is given to the regulation of security issues, 
and the difficulties encountered in state control of the financial operations 
of interstate utilities are set forth. 

In the last chapter proposed methods of regulating interstate com- 
merce in electric power are examined. The author does not agree with 
those who oppose any further extension of federal control. His study 
convinces him that there are serious defects in the present system of 
regulation by state commissions, these defects being due to various 
causes, such as lack of jurisdiction, lack of uniformity in utility laws 
and administrative procedures, lack of coéperation among the commis- 
sions, and lack of control over interstate wholesale contracts. And he 
does not believe that these defects can be entirely removed without 
some extension of federal control. Even if the jurisdiction of the state 
commissions is enlarged, and uniform laws and administrative proce- 
dures are adopted, wholesale transactions in interstate commerce will 
remain outside of the jurisdiction of the states. Moreover, such authority 
as the states have to regulate the interstate operations of electric power 
companies cannot be effectively exercised without codperation between 


the state commissions ; and they show little disposition to codperate. 
The underlying difficulty, so the author finds, is that the states regard 
the problem as a local one, in the sense of being intrastate, whereas 


the problem is a broader one, even though it be not national in the same 
sense that the railroad problem is. 


After analyzing certain proposals, such as interstate compacts and 
the creation of joint boards (as provided for in the Couzens bill), the 
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author concludes that there must be some federal control, and that this 
control can be most effectively exercised through the medium of the 
existing state commissions, with final authority in certain cases vested 
‘na central federal tribunal, acting in so far as possible in coéperation 
with the state commissions. Unquestionably, he says, the greatest need 
is codperation among the states. But there is great danger that the 
state commissions will not codperate. In the face of an economic situa- 
tion that demands a high degree of codperation, both among the states 
and with the federal government, the state commissions are taking an 
uncompromising stand in opposition to the extension of federal con- 
trol. due to their fear that the federal government will endeavor to 
extend its jurisdiction at every opportunity that offers. The author 
does not regard it as a foregone conclusion that this fear will prove 
to be well-founded; and points out that the Federal Power Commission 
made not the slightest attempt to stretch its rate-making powers. In any 
event he does not believe that the ultimate solution of the problem should 
be left entirely to the states merely because of the fear that the fed- 
eral government will endeavor to extend its jurisdiction, and he main- 
tains that if the states prove unwilling to codperate with the federal 
government a more centralized system of regulation will certainly be the 
ultimate result. 
Euiot Jones 
Stanford University 
NEW BOOKS 

Pricer, E, Die Automobilindustrie der Vereinigten Staaten. (Jena: Fischer. 

1931. Pp. vii, 190. Rmk. 9.) 
Central electric stations in Canada. Census of industry, 1929. (Ottawa: H. M. 

Stationery Office. 1931. Pp. 64. 25c.) 
New Zealand: statistical report on the factory production of the Dominion 


for the year 1929-380. (Wellington: Census and Statistics Office. 1931. Pp. 
xviii, 126. 8s. 6d.) 


Transportation and Communication 


The Interstate Commerce Commission: A Study in Administrative Law 
and Procedure. By 1. L. Suarrman. Part I. (New York: Common- 
wealth Fund. 1981. Pp. 817. $3.50.) 

This treatise is the second of the intensive studies which the Legal 
Research Committee of the Commonwealth Fund has fostered in the 
field of administrative law. The first was Henderson’s The Federal Trade 
Commission. This special study of The Interstate Commerce Commission 
is the result of more than five years of research on the part of the 
author. The work when completed will consist of four parts or volumes: 
Part I, The Legislative Basis of the Commission’s Authority; Part II, 
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The Scope of the Commission’s Jurisdiction; Part III, The Character 
of the Commission’s Activities; Part IV, The Commission’s Organization 
and Procedure. ‘The volume under review is Part I which deals with 
the evolution of the Interstate Commerce act, the experience of the rail- 
roads during the war, the enactment of the Transportation act of 1920, 
and the development of safety legislation. The nature of the Commis. 
sion’s powers and of the duties which it has to perform is fully analyved 
and treated from both a historical and administrative point of view. 
“The powers and duties now vested in this body,” according to the 
author, “and the principles and practices which govern its findings and 
orders, are understandable only in terms of their gradual evolution, 
The prevailing public policies, as reflected both in the basic congres- 
sional enactments and in the Commission’s rules of decision and pro- 
cedural arrangements, are the outcome of a long process of trial and 
error.” 

Throughout this whole study the Commission is the primary object 
of investigation; the problems of the carriers are regarded as more or 
less incidental to a proper understanding and interpretation of the 
Commission’s functions and processes. Such a study is much needed, 
not only by those students who are interested in having presented to 
them a summary of the Commission’s activities during the forty odd 
years it has been functioning, but also by those students who concern 
themselves with the larger and more general field of social and economic 
control. 

After having portrayed the legislative development of the Inter- 
state Commerce act to 1910, the author points out the outstanding 
defects of the legislative structure. The negative attitude of the regu- 
latory law in the development of a rate policy is emphasized; no affirma- 
tive guide appeared anywhere in the Act which the Commission might 
follow in adjusting and reconstructing the rates of individual carriers 
or the rate structure of the railroads as a whole. The government also 
followed a policy of enforced competition and a restraint of the quasi- 
monopolistic power of the railroads rather than have the Commission 
devote its energies in providing for a satisfactory system of transporta- 
tion. The railroads were also burdened with conflicting legislative re- 
quirements imposed by the several states. Conflicts between federal and 
state authorities were disclosed in the Minnesota rate cases and the 
Shreveport cases. 

Although there was ample economic warrant for the regulation of 
railroad security issues by the federal government, the Interstate Com- 
merce Commission was deprived of this power in the days prior to the 
war. The regulation by the states was neither complete nor uniform. 
The Commission’s regulatory work was rendered more difficult because 
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of the lack of financial control. The Commission was also deprived of 
jurisdiction in the field of service regulation: it was without power to 
make orders with respect to the distribution of equipment during periods 
of car shortage, congestion, and embargoes. While matters of this kind 
were left to state governments, it does not require much of an imagina- 
tion to realize that “the policies of the state governments were in- 
herently unsuited to the development of a national transportation sys- 
tem.” 

One of the principal lessons derived from the control and operation 
of the railroads during the war was the need for the extension of public 
authority to the field of service and equipment control. The value of 
possible mergers and coéperative efforts on the part of the railroads was 
also emphasized. The Transportation act of 1920 was an outgrowth 
of the war experiences and also of the realization of the inadequacies 
of the provisions of the old Interstate Commerce acts. 

The last part of the study will contain in conclusion a critique of 
the Commission’s status and activities. In his study thus far the author 
has made it clear that the history of railroad regulation cannot be 
separated from the history of railroad transportation so far as the 
public aspects are concerned. The course of economic events determines 
not only the need of railroad control but also the degree and direction 
of such control. 

The volume is supplied with a comprehensive index and also a table 
of cases which make it especially valuable to the student and teacher 
of transportation problems. The treatise is also well documented with 
quotations from Commission and court opinions and decisions. 

Henry R. TRuMBOWER 

University of Wisconsin 


Ocean Transportation. By Apranam Berciunp. (New York: Long- 
mans, Green. 1931. Pp. 424.) 

Introduced as the most recent publication in the Longman’s economic 
series under the able editorship of Dr. Ernest L. Bogart of the University 
of Illinois, this volume is both a welcome addition and, in some respects, 
a contribution to the woefully lacking literature in this field. Nothing 
comparable has appeared since Zimmerman’s work in 1920. Therefore 
the work possesses a timely interest inasmuch as the intervening decade 
has produced various contributions to the subject which should be made 
available in this form and should be woven into the economics of water 
travel. Most of these additions have found their way into the present 
volume, though, among the wide use of governmental publications noted, 
Cricher’s Ocean Routes in United States Foreign Trade, Taylor’s Stow- 
age of Ship Cargoes, and MacElwee’s Training for the Steamship Busi- 
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ness apparently are not mentioned. The Bureau of Railway Economicy 
An Economic Survey of Inland Waterway Transportation in the United 
States, Cunningham’s works on ports and terminals, and the National 
Industrial Conference Board’s The American Merchant Marine Problen, 
likewise do not seem to be referred to in footnote or otherwise. The 
omission of the latter seems especially unfortunate in view of the fact 
that nearly one-fifth of the total number of pages in the volume are eop- 


cerned with a discussion of the merchant marine. 

While the majority of chapters have selected references appended 
following excellent summary paragraphs, it seems that the usefulness 
of the book as a text for college classes would have been much improved 


by more extensive references or by more carefully selected references with 
a view to their suitability in supplementary reading. Objections might 
also be raised to the unnecessary repetition, though evidently it is in- 
tended for the purpose of completeness, of such facts as the leadership of 
the North Atlantic route, which appears at least five or six times in about 
the same words. 

With all due respect to the difficulties involved in the selection and 
emphasis of subject matter, it seems that if the measurement and docu- 
mentation of vessels and the measurement of ocean freight is worthy of 
a chapter, ship’s and shipper’s papers is worthy of more than the space 
given to it on pages 162-167. Similarly a more complete treatment of the 
questions of marine insurance, the work of the classification societies, 
stowage, personnel, and the legal side of ocean transportation, in their 
economic aspects would have been welcome. 


On the other hand the division of the subject matter in seven headings 
—(1) “General nature of water transportation”; (2) “Water carriers”; 
(3) “Water routes and terminals”; (4) “Water-borne traffic”; (5) 
“Rates, costs, and competitive condition”; (6) “Organization of ocean 
carriers”; (7) “Merchant marine policy”—indicates an orderly and 
comprehensive knowledge of the subject matter of water transportation 


which cannot be denied by the criticisms mentioned above. As a whole 
the book possesses excellent balance. Chapter 5, “The world’s vessel ton- 
nage,” Chapt r 11, “Cost items,” Chapter 17, “Present-day forms of or- 
ganization,” and the chapters concerned with the merchant marine are 


} 


very definite contributions to the field. In short, this volume cannot be 


overlooked by anyone interested in the economics of transportation by 
water, and it will undoubtedly find response from those who seek a suita- 
ble text for coll courses in this subject. 
A. Bryan 
Syracuse University 
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Freight claims and transportation law. (New York: Traffic Pub. Co. 1931. 
Pp. 228.) 

Freight commodity statistics, class 1 steam railways in the United States, 
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Docs. 1931. Pp. 181. 80c.) 

The main line-railways of Great Britain, 1923-1930: a study by the Railway 
Research Service based on official figures. (London: International Union of 

tailways. 1931. Pp. 46.) 


This research study provides, in short compass, an excellent survey of 
British railway developments since the amalgamation, in 1923, of prac- 
tically all the railway companies into four systems, under the Railways act 
of 1921. While the detailed analysis ends with the year 1930, brief com- 
ment is also included on the trend of events during the first quarter of 
1931, Not only are the outstanding facts, largely of a statistical character, 
both as aggregates and for each of the four principal companies (London 
Midland and Scottish, London and North Eastern, Great Western, and 
Southern) made readily available, but these facts are carefully interpreted 
with reference to the British industrial position during this period. The 
fifty-seven tables included in the study present official figures, adjusted in 
places for purposes of comparability, as to capital investment, mileage, 
rolling stock, auxiliary businesses (such as road transport, collection and 
delivery service, steamship operation, canal ownership, control of docks 
and wharves, hotel ownership and management), revenues, expenditures, 
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operating efficiency, accidents, and number of employees and their earp. 
ings. 

‘While no single year during the entire period is regarded as altogether 
“normal,” special stress is placed upon the set-back suffered by the rail- 
ways gee. the industrial crisis of 1926, and the contemporaneous 
strengthening of competitive road transport. As in this country, the com- 
petition of road vehicles, particularly in the passenger service, is in no 
small measure ré sponsible for the shrinkage of railway revenues. “The 
advantage of the road vehicle . . . became so obvious in 1928 that the 
government increased the cost of road haulage by instituting a petrol duty 
of fourpence per gallon, while the railway companies, after a long-drawn- 
out legal battle, succeeded in obtaining wide powers to own and operate 
road motor service outside the London traffic area, in addition to their 
existing powers to run railway services” (p. 8). More recently, as else- 
where, the severe business depression has been largely responsible for 
the unfavorable financial showing of the lines, despite sharp reductions 
in operating costs. Regardless of existing difficulties, however, the amalga- 
mation of the roads is unhesitatingly recognized as a source of strength. 
“Whatever shortcomings there were in the Railways act of 1921, it is in- 
controvertible that the railway situation would have been far more serious 
today if the grouping provisions of the Act had not become law” (p. 44), 

I. L. Suarrman 


A yearbook of railroad information. 1931 ed. (New York: Committee on Pub- 
lic Relations of Eastern Railroads. 1931. Pp. 94.) 


Trade, Commerce, and Commercial Crises 


Britain and World Trade: Quo Vadimus and Other Economic Essays. 
By A. Lovepay. (New York: Longmans Green. 1981. Pp. xxi, 229. 
$4.00.) 


In this collection of essays, written at different times between April, 
1927, and September, 1930, the head of the Economic Intelligence Serv- 
ice of the League of Nations Secretariat at Geneva for over ten years 
has brought together the quintessence of his research and reflections on 
the post-war trends in world production and trade, with particular bear- 
ing upon European recovery. The light thus derived is focused upon cer- 
tain recent tendencies which he regards as likely to act as basic checks 
to economic progress in the years ahead. While the references to Ameri- 
can conditions sometimes appear to lack that sense of first-hand contact 
that the author obviously has had with conditions in Europe, he makes 
a distinct effort to cover the United States and other overseas countries 
within the scope of his studies. 

The first essay traces certain of the major post-war tendencies de- 
termining the economic development, more especially of Europe, up to 
the end of 1925. In the second is recorded the remarkable progress 
achieved between 1925 and 1929. In the third are considered some of 
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the problems arising from the growth of world prosperity that are likely 
to limit the course of development in the future. The fourth deals with 
gnancial problems, more especially with the trade cycle, the far-reaching 
effects of falling prices and the weakened resilience of the present eco- 
nomic system of many countries to adapt itself to them, and with the 
question of the adequacy of supplies of gold. The last essay of the main 
series deals with the situation of the United Kingdom in the new world 
economy which is growing up, and endeavors to show that the relative 
decline of British trade has been due rather to the rigidity of the British 
mechanism of production than to either external factors or currency 
policy. To these essays, which are intended for the general reader rather 
than for the specialist, is added a paper on the measurement of tariff 
levels. 

While the volume takes its name from the essay that is presumably of 
greatest current interest to Mr. Loveday’s countrymen, Americans will 
probably find of most interest the third and fourth essays just character- 
ized (“Quo vadimus” and “Gold and prices”). Both of these were written 
during 1980, before the broad lines of the post-war economic trends as 
Mr. Loveday sees them had become confused by the depression, although 
the check to those trends had become sufficiently manifest by then to 
figure prominently in the discussion of the probable future course of af- 
fairs under a condition of falling prices. 

While he probably would not deny that the dislocations of war and its 
heritage of strained economic and financial relations between nations still 
basically limit the course of events, the author stresses that the long-term 
problems of the future “emerge not from a failure to recover from the 
immediate effects of the War, but from the success with which the efforts 
made have been crowned” (page 85), and from the nature of the recent 
progress. In so far as there is a single theme developed in these essays, it 
is “the accompaniment of a growing instability of demand by a growing 
rigidity in the mechanism of supply” which Mr. Loveday regards “the 
central fact and paradox of economic life today.” He develops this 
thought in an interesting manner, particularly as to the influence upon 
instability of demand of the increased average income since the war, and 
of the growing importance in consumption of the products of the younger 
and secondary industries, which minister to the optional demand for com- 
forts rather than to the more unvarying necessities of life. 

Reviewing the trends of prices and wages during the decade since 1920 
in various countries, the author deduces that (1) the sudden collapse 
in prices which began in the fall of 1929 was not due to a shortage in 
gold; (2) since prosperity was enjoyed and progress achieved during this 
period alike in countries where prices were relatively stable (as in the 
United States), in those in which they were rising in recent years (Ger- 
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many and France), and in those in which they were falling (Sweden oy 
Holland, with England an exception), the effects of variations in valye 
must differ widely from one country to another; and (8) owing to the 
universality of the recent fall in prices, its effects on national competitive 
power may be less than the effects of the earlier divergent price move. 
ments. In his last deduction, Mr. Loveday apparently did not anticipate 
the recent suspension of gold payments in England and elsewhere, which 
cannot fail materially to disturb relative price levels in different coup. 
tries. 

The effects of a falling price level are analyzed in their bearing upon 
(a) agriculture; (b) tariffs; (c) countries with high fixed charges; (d) 
countries with inflexible wage systems; and (e) countries with increasing 
productivity. The general thought is stressed that, if there is a long 
downward price trend, the effects upon different countries will depend 
more than in the past on the power of each country to respond to the 
pressure. With the additional disturbing element of greater instability of 
demand, flexibility is increasingly the condition of success; and those 
countries which cannot bend may break. Countries whose productivity is 
increasing rapidly, and the young and adaptable—United States, Can- 
ada, Japan—may absorb a larger part of the long-term price decline 
in increasing efficiency, and thus suffer less than those countries whose 
mechanism is more rigid. When to rigidity of wages and overhead costs 
are added heavy fixed charges on the community arising out of domestic 
or international debts, the power of adaptation will be least and the power 
to compete the most seriously threatened. To such countries as England, 
Germany and Australia, price declines over a long series of years will 
present the greatest dangers. 

This leads to the question of the probability of a continued downward 
price trend arising from a possible inadequacy of new supplies of gold. 
His discussion here is not very broad, however, resting mainly upon the 
First Interim Report of the Gold Delegation. That report was based upon 
the monetary situation at the close of 1928; the fall in prices and other 
financial developments since have so materially changed the prospect, 
as to make his sole recommendation that gold be economized by a lower 
reserve ratio seem less cogent now. 

While in the body of the book the problems are analyzed entirely in 
their economic setting, in the introduction Mr. Loveday recognizes that 
the solution cannot be wholly economic, and that much depends upon 
the social or ethical premises on which action is to be based. He is im- 


pressed with the fact that during and since the war the ideal of liberty 
of the individual, in the economic sense of free competition, and the initia- 


tive and adaptability which that régime stimulated as means of meeting 
changes in demand, has been curtailed in many countries by the state 
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(through restrictions on trade and immigration), the trust (through 
cartellization or integration of industries) or trade unions (through re- 
sistance to wage adjustments, limitation of output, etc.). Changes in 
demand may perhaps be met in other ways, he declares, either by cap- 
turing and controlling demand itself, as in the attempt in the United 
States to create a mass psychology in favor of a restricted choice of 
goods that permits concentration on the production of an endless series 
of identical articles; or by a central control and codrdination of the 
whole mechanism of production with all the political consequences that 
implies. “The choice lies today, not between socialism and capitalism, 
but between Planwirtschaft—whatever the Plan—and liberty.” 

He explains the omission of direct reference to unemployment by 
describing it as the manifestation of a failure to solve other problems, 
rather than as an independent problem standing by itself. 

In the field of commercial policy, the author recognizes that tariffs 
generally are higher than before the war, are more complex, more un- 
stable, and enclose smaller territorial units, but he seems impressed with 
the evidence of a growing reverse tendency toward greater freedom and 
more effective concerted action in this field. Had he been writing in late 
1931, after the failure of all the efforts for concerted tariff action in 
Europe, and in the face of the increased instability and tightening-up 
of tariffs and trade control measures generally under the tension of the 
continued depression, I doubt whether he would have maintained this 
optimistic outlook. 

The embodiment of the essay on “The measurement of tariff levels,” 
though not particularly related in thought to the others, should make 
more widely available the author’s penetrating analysis, presented before 
the Royal Statistical Society at London two years ago, of the considera- 
tions involved in attempting a fair comparison of the tariffs of different 
countries. It is based upon an excellent study of the tariff level indices of 
18 leading countries, before the war and in 1925, prepared for the World 
Economic Conference of 1927. The essential table of that study is em- 
bodied in this volume (page 38), although the 1913 index figure for the 
United States was unfortunately misprinted to read 66 instead of 26, 
as in the original League of Nations document. While the method used 
has been criticized in some detailed respects, essentially the method seems 
so sound that it is to be hoped Mr. Loveday will afford us a similar test- 
ing for a more recent period, as soon as the present world tariff in- 
stability subsides somewhat. 

While some of the author’s evaluations of economic conditions and 
prospects have been somewhat shaken if not superseded by the events 
of the past year or so, the volume as a whole deserves attention as the 
thoughtful, stimulating work of a competent observer, who has had un- 
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usual opportunities for a broad study of economic conditions and of the 
working out of governmental and industrial policies during the past 


decade, particularly in the countries of Europe. 


Henry CHaAtmers 

Washington, D.C. 
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The title of Professor Michels’ essay suggests a systematic treatise on 
psychological factors in world trade. Instead of that, we find a collection 
of a large number of examples taken from the author’s vast and some- 
what indiscriminate reading to bolster up the none too original view that 
the homo economicus view of international trade leads to error. Occasion- 
ally a sharp prejudice against the “egoist’” school of economics (Adam 
Smith) becomes more than merely implicit. Whether fanciful procedure 
such as tracing the effects on world trade of the CEdipus complex of young 
traders will prove a more effective tool in the pursuit of knowledge than 
the Scotchman’s homely assumptions, still remains to be seen. 

The study is based to a very large extent on the work of others. This 
is perhaps inevitable in view of the subject matter. The reviewer does 
not criticize the use of these sources but rather the selection the author 
has made. As authority for statements concerning the “psychology” of 
American and English economic life, we find such notoriously inadequate 
volumes as Duhamel’s, “Scénes de la Vie Future,” Halfeld’s, “Amerika 
und der Amerikanismus” and Sombart’s, “Héndler und Helden.” Patten 
is cited as representative of a typical American point of view. 

The result is a volume which has little scientific interest but is worth 
notice primarily because of the manner in which it reflects certain tend- 
encies in German and Italian intellectual life. There are counter eddies 
in the main stream of European science today to which the word “rational” 
has become a stinging term of rebuke. Various fascist tendencies are pro- 
viding a fine setting for the spawning of romanticism and universalism. 

A good study could perhaps be done today on the basis of the broaden- 
ing experience in advertising and merchandising of the large international 
export houses. A really scientific treatment of the institutional factors in 


international economic relations still remains to be done. 
Harry D. GIpeonse 


Mises, L. von. Die Ursachen der Wirtschaftskrise. Ein Vortrag. (Tiibingen: 
Mohr. 1931. Pp. 34. M. 1.80.) 
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Accounting, Business Methods, Investments 
and the Exchanges 


The Nemesis of American Business, and Other Essays. By Stuart 
Cuase. (New York: Macmillan. 1931. Pp. 191. $2.) 


In this volume our economic society takes the place of the Greek 
Goddess Nemesis, and each chapter presents in an interesting manner 
some form of retributive justice, punishments placed upon humanity by 
our economic order or rather lack of order. To the author these un- 
desirable aspects of modern civilization are not necessary adjuncts of 
the changes usually called progress but only go hand in hand with these 
changes because society has not taken steps to formulate definite plans 
for the alleviation of these consequences. Conditions are described as 
the author sees them, and the subject matter of economics is made 
as readable and interesting as a novel because it deals with human beings 
and not immutable laws of nature. 

Each of the chapters, some under different title, was originally pub- 
lished as a magazine article and they are therefore independent of each 
other but tied up in a general way to the main theme. Chapter I, “The 
Nemesis of American business,” compares breadlines in wealthy New 
York City with self-sufficing Indians living in the central plateau of 
Mexico where unemployment is unknown. The causes for unemployment 
are analyzed as seasonal, technological, cyclical, residual, stop-watch 
and consolidation; and suggestions are made for solving the problems, 
the most important of which perhaps is the “need to mobilize public 
opinion as in the Liberty Bond drives. . . . In such an atmosphere con- 
crete measures might have a chance of success.” 

Chapter II, “The luxury of integrity,” discusses the human side of 
our economic life wherein many persons become “yes, yes” men, back 
slappers, high pressure salesmen of worthless or even harmful goods, 
writers of canned editorials or fake testimonials, all for the sake of pay 
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or from dire necessity. The case described of “a woman canvasser who th 
announces herself as a member of the local school committee” is so req] p 
that every housewife should read it and be prepared. The same line 
was handed to the reviewer two years ago in Washington, D.C., and t( 
just the other day in Berkeley, California. This time I asked the sales. x 
woman to read this chapter before she had time to “spin her yarn” g" 
These books cost $79 instead of $5 as stated by the author. 4 t 

Chapter III, “Megalopolis,” is an unusual description of the city c 
of New York, its pleasant and disagreeable features, its technical aspects 
both above and below ground, its dust, noise, filth, and congestion. “Jp a 
brief, Megalopolis, for all its gaudy show, its towering architecture, jt; 4 
many refinements and cloistered comforts, is not physically fit for ordi- M 
nary people to live in.” The author even fears a technical breakdown h 
of the physical city with all the possible ramifications of the effects 2 
on land values and the whole credit structure. However, he believes that n 
if a dozen engineers and architects were given full power and plenty of 
dynamite, cities could be made “fit for the high gods to live in.” | 

Chapter IV, “The abuse of capital,” is largely a discussion of over- | 
production, surpluses and excess of unused capacity. The figures quoted 


+ 


seem startling. but the analysis is not as good as in the case of un- 
employment. Little attention is given to the difference between physical 


and economic capacity or what might be called obsolete capacity due 
to technological changes or changes in demand. However, one must 
agree with the author that competition and the lack of coérdination 
and planning result in an enormous social waste and that a national 
planning board with proper powers could greatly improve conditions. 

“The dilemma in its ony st terms is that the credit system has not 
kept step with the technical arts. We cannot buy back what we make.” 
The author apparently * Ls pe ate this idea from Messrs. Foster and 
Catchings. Unless the term credit system is interpreted to include both 
functional and personal distribution, one may well disagree with the 
author. Distribution may be controlled to some extent through credit, but 
it is more closely tied up with property rights and it can be more easily 
modified through taxation. However, one may give a liberal interpreta- 
tion and assume that the author also includes both property rights and 
taxation in the credit system. 

Chapter V, “Prometheus enchained, ” indicates how “the modern world 
is not led, it simply flounders.” The engineers hired by business men 
“have been ra r considerable mischief along with their altogether 


heavenly technical improvements in economic life. .. . Today the greatest 


need in all the bewildered world is for philosopher engineers” who will 
take an active hand in helping to organize and run society. 


Chapter VI, “Seven salesmen and six hundred engineers,” describes 
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the A. O. Smith Corporation of Milwaukee as an example of how com- 

\etely labor ean be replaced by automatic machines. 

Chapter VII, “Fired at forty,” shows how the modern tendency is 
to lay off or not hire men above a certain age and how difficult it is be- 
soming for older men to secure employment. The author indicates how 
group insurance with rates based on the average age has contributed 
‘9 this undesirable condition and how state old-age pensions are be- 
coming more and more necessary. 

Chapter VIII, “The mad hatter’s dirty teacup,” describes pictures 
vith which we are all familiar, although only few of us have given 
‘hem any attention and little or nothing is done to check the rate at 
vhich Americans are cluttering up nature with unsightly dumps, pol- 
luted rivers, waste paper, tin cans, trash of all kinds and about 
2,000,000 abandoned automobiles every year. “In a nation of eighteen 
million bath tubs we find the dirtiest streets and parks on the planet.” 

Chapter IX, “The end of an epoch,” raises one of the most important 
juestions for thought and study. Economists have been content with 
issuming that new industries would always develop to absorb labor and 
-apital displayed through improvements. The automobile industry has 
sarried us along as far as it could, and now we have nothing to take 
its place, nothing new in sight to act as the incentive and stimulus 
for prosperity. Therefore it is high time to solve our problems by other 
means. The author suggests seven steps of procedure: disarmament, 
stable money, national planning board, amend anti-trust laws, slum- 
razing and home building, abolish stock exchange speculation and re- 
sistance to wage reductions. 

Chapter X, “A private utopia,” attempts to indicate the kind of a 
world in which the author thinks he would like to live. 


Georce M. PETERSON 
University of California 
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This belongs to the McGraw-Hill industrial management series, of which 
Professor Dexter S. Kimball is consulting editor. It deals with industrial 
plant design and equipment, time and motion study, wages, and manu- 
facturing costs. The four chapters on wages deal with general principles, 
base rate determination and the point plan. 

Bass, A. W. Modern trends in cost accounting. Official pubs., vol. xii, no. 24. 
a York: National Assoc. of Cost Accountants. 1931. Pp. 1897-1907. 
75e. 

Beacu, T. and Carpenter, G. F. Introduction to business economics. (Lon- 
don: Routledge. 1931. Pp. 210. 8s. 6d.) 


1931] A ccounting, Business Methods, Investments, Exchanges 755 


| 
| 


"54 Reviews and New Books [ December 1931 


Beiven, J. C. What executives need from accountants. Official pubs., yo), Linc 
xii, no. 22. (New York: National Assoc. of Cost Accountants. 193}, Pp, M 
1823-1834. ) Low! 

Crark, J. F. and Nosie, H. J. Inventory control as used by Taylor Instry. — 
ment Com} anies of Rochester, New York. Official pubs., vol. xiii, no, 2. Xe 
(New York: National Assoc. of Cost Accountants. 1931. Pp. 91-111, 75c.) Lyo! 

Copetanp, M. 'T’. Problems in marketing. 4th ed. (New York: McGraw-Hill Py 
1931. Pp. Xvi, 780. $5.) 4 Mc} 

Diemer, H., editor. How to set up production control for greater profits, Bi 
(Chicago: McGraw-Hill. 1930. Pp. 336.) P 

Dipman, C. W., editor. The modern grocery store. (New York: Progressive Met 
Grocer, 79 Madison Ave. 1981. Pp. 200. $2.) (" 

Dunuap, O. E., Jr. Radio in advertising. (New York: Harper. 1931, Pp, Mei 
398. $5.) ( 

Durron, H. P. Principles of organization as applied to business. (Ney Mir 
York: McGraw-Hill. 1981. Pp. x, 315.) P 

Eacieston, D. W. C. Department store accounting. (New York: Greenberg, 

1931. Pp. 444. $7.50.) p 

Exrspree, W. S. Teachers’ salaries. (New York: Teachers Coll., Columbia p 
Univ. 1931. Pp. 292. $2.50.) 

Eveveicn, C. F. and Waymire, J. O. Distribution cost accounting. Official f 
pubs., vol. xiii, no. 1. (New York: National Assoc. of Cost Accountants, 

1931. Pp. 1-16. 75c.) 

Fiynn, J. T. Graft in business. (New York: Vanguard Press. 1931. Pp. 
318. $3.) 


GaskiLL, N. B. Price control in the public interest. (Washington: Washington Mi 
Bureau of Sales Management Magazine. 1931. Pp. 102.) ! 
Gisson, T. Profit and loss in investment and speculation. (New York: T. 
Gibson, Inc., 53 Park Pl. 1931. Pp. 48.) Ne 
Greer, C. R. Advertising and its mechanical production. (New York: 
Crowell. 1931. Pp. 490. $5.) 
Guitp, S. E. Stock growth and discount tables. (Boston: Financial Pub. Co. 
1931. Pp. 300. $25.) 
Haase, A. E. The advertising appropriation: how to determine it and how to 
administer it. (New York: Harper. 1931. Pp. xix, 181. $3.50.) 
“Many executives will probably feel disappointed that Mr. Haase has 
given no rule of thumb that will tell them automatically how much they 
should spend for advertising. A little reflection will show that such a 
service is neither desirable nor possible. Instead, Mr. Haase has analyzed 
the factors which should govern the allocation of funds for advertising.’ 
Harpy, C. O. Risk and risk-bearing. Rev. ed. (Chicago: Univ. of Chicago 
Press. 19381. Pp. 385. $3.50.) 
Hanine, H. A. New business for warehouses. (New York: Distribution and 
Warehousing Pubs. 1931. Pp. viii, 322. 
Hosrorp, W. F. Wage incentive applications in the Western Electric Com- 
pany. Official pubs., vol. xii, no. 21. (New York: National Assoc. of Cost 
Accountants. 1931. Pp. 1759-1774. 75c.) 
Hvueues, E. C. The growth of an institution: the Chicago Real Estate Board. 
Ser. ii, monog. 1. (Chicago: Soc. for Social Research of the Univ. of Chi- 
cago. 1931. Pp. 120.) 
Jounsen, J. E., compiler. Stability of employment. (New York: Wilson. 
1931. Pp. 206.) 


756 Reviews and New Books [ Decembe; 


ember 


1021] Accounting, Business Methods, Investments, Exchanges ‘57 


1931] A ccounting, Business Methods, Investments, Exchanges 755 


Lixcotn, E. E. Applied business finance. 4th ed., rev. and enl. (New York: 


McGraw-Hill. 1931. Pp. 826. $5.) 


townir, J. A. Operating results of thirty instalment retail furniture stores 
__1928. Monog. no. 17. (Columbus: Ohio State Univ. Bureau of Business 


research. 1931. Pp. vii, 36. 50c.) 


Lyon, L. S. Salesmen in marketing strategy. (New York: Macmillan. 1931. 
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Bull. no. 84. (Boston: Harvard Univ. Bureau of Business Research. 1931. 
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(New York: McGraw-Hill. 1931. Pp. xviii, 478. $2.) 


Mircuett, W. N. Production management. (Chicago: Univ. of Chicago 


Press. 1931. Pp. xi, 422. $4.) 

Treats of the management of plant facilities, materials contro] and 
plant operation. It deals with plant location, design and construction of the 
plant, plant transportation, power provision and control of plant ex- 
penditures, quality control, inventory quantity control, standards of per- 
formance, industrial incentives and measures of productive efficiency. 

“This book is written primarily from the point of view of the chief 
executive of the production department of a manufacturing enterprise in 
contrast with that of the general manager of such an enterprise.”’ In the 
appendix are included case materials and bibliography. 


Myers, H. J. The installation of standard costs. Official pubs., vol. xii, no. 


23. (New York: National Assoc. of Cost Accountants. 1931. Pp. 1843- 


1857. 75c.) 


Nourse, E. G. and Knapp, J. G. The coéperative marketing of livestock. 


(Washington: Brookings Institution. 1931. Pp. xiv, 478. $3.50.) 

No commodity marketing book previously published covers as fully the 
evolution of a branch of organized marketing and at the same time presents 
as complete an array of facts as to current operations. It is a scholarly 
treatment of the underlying philosophy combined with a critical analysis 
of some of the most pressing problems now confronting the leaders of the 
cooperative livestock marketing movement. 

The book is divided into three broad divisions—codéperative shipping, 
codperative selling and current developments. The chapter dealing with 
motives and aims of coéperative shipping is one of the best. It credits the 
movement with two outstanding aims: the elimination of discriminatory 
practices and the improvement in economy and efficiency of the marketing 
operation. 

In the section on codperative selling the emergence of the “commodity 
marketing” idea and its development under the Committee of Fifteen and 
later leaders is handled in a very able manner. Such treatment could come 
only from men who have spent many years in intimate contact with these 
leaders. Parts 1 and 2 contain some very valuable historical material. 

In the first chapters of Part 3 the authors attempt to evaluate some 
of the specific economies and improvements accomplished by organized 
livestock marketing. They credit the system with the introduction of better 
methods of physical handling, express doubt as to the reduction of middle- 
men, and, while admitting a lack of exact statistical proof, incline to the 
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belief that direct to packer selling has been beneficial to those associa. 
tions which have engaged in it. 

The chapters most fraught with matters of current interest are thoy 
dealing with the appearance in the picture of the Federal Farm Boarj 
It is evident that the authors hold no brief for the Farm Board Plan in jt; 
entirety; yet they have made every effort to state the facts as they appear 
in the records. 

The essential points on which the authors take issue with Farm Board 
policy are given in the final chapter. They are in essence that (a) political 
expediency has overruled coéperative doctrine, (b) the development has 
been along promotional rather than codperative lines, (c) the Farm Board 
is intolerant of other brands of coéperative endeavor in livestock market. 


ing and (d) there is lack of properly constituted underlying organization 


of producers. On the other hand, the authors endorse the Farm Board 
ruling on interlocking memberships and admit that some progress has been 
made in the livestock effort of the Farm Board. The discussion should aid 


the reader in constructive thinking. 

An appendix contains three statistical studies of the livestock price 
structure and the certificate of incorporation and by-laws of the National 
Livestock Marketing Association and the National Feeder and Finance 
Pool. 


C. G. McBrivg 


Person, H.S. Principles and practice of scientific management. World Social 
Economic Congress, sec. ii, no. 1. (The Hague: International Industria] 
Relations Assoc. 1931. Pp. 64.) 

Pyte, J. F. Marketing principles, organization and policies. (New York: 
McGraw-Hill. 1931. Pp. xiii, 565. $4.) 

This is another marketing text written to supply the maws of schools 
of business. The reviewer's main criticism of the book is that it is more 
classificatory and descriptive than analytical and penetrating. The book is 
divided into four parts, “The nature of marketing,” “The marketing proc- 
ess,’ “Marketing principles,” and “Marketing problems.” The first two 
parts give the accepted presentation of marketing terminology, functions 
and organization. Under Part III the author discusses in a somewhat gen- 


eral way practices used in marketing agricultural products, natural prod- 
ucts, manufactured products and services. Relating to the latter, there is an 
amusing description, too long to quote, of “‘rather subtle methods of sales 
promotion” used by “‘state owned and endowed institutions” of higher 
learning (pp. 289-290). 

According to the author, “institutions of higher learning” are ideal case 
studies for the college student of marketing. Whether the author is poking 


fun at this perversion of marketing or whether he is citing it as good 
marketing procedure is a question for the reader to decide. 

The chapters grouped together in Part IV are not always apropos. It 
would seem that the subject of marketing problems should refer to specific 
attacks on certain aspects of marketing, whereas this section seems to be 
a “catch-all” for matters not discussed under the other three heads. The 


chapter “Codperative marketing of agricultural products,” could best be 
treated along with agricultural marketing; for the codperative marketing 
of agricultural products is as much a marketing practice as a marketing 
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problem. Likewise, the chapter on sales promotion activities could well 
ho treated under the heading, “The nature of marketing.” 

The author’s justification of the increased costs of marketing is of in- 
terest (pp. 515-516). “That part of the increase in the costs of market- 
‘nz which is due to the character of our general economic system and to 
the methods of modern living is inevitable and should not be objected to 
by the consumer, the merchant or the producer. As long as people demand 
a wide variety of goods delivered to them just when, where and in the con- 
dition they may happen to fancy, they must expect to pay for the service.” 
The responsibility for marketing costs is thus placed largely on the con- 
sumer, whereas the consumer’s demands are conditioned by sales promo- 
tion activities. The consumer must pay for “sales promotion” in many 
cases whether or not he likes it. The book is not greatly concerned with 
disturbing the prevalent business point of view that high costs are justi- 
fable so long as the consumer will stand them. That problem is left to 
Chase and Schlink. 

Some of the distinctive chapters in the book are “Financing marketing 
activities,” “Legal aspects of marketing,” “Executive control in market- 
ing.” and “Standards of marketing efficiency.” All references are moreover 
strictly up-to-date. The questions at the end of each chapter should be of 
great assistance for home study or class work. The index is serviceable and 
complete. 

Joseru G. Knapp 
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Die Ursachen des Kapitalmangels in Deutschland. By Exicu Weuren. 
(Tiibingen: Mohr. 1931. Pp. xi, 211. M. 18.) 

This study, published by the financial editor of the Frankfurter Zei- 
tung, brings an abundance of fertile ideas on that rather neglected field 
of economic theory, the process of capital accumulation. The author was 
able to use not only the material on “Capital Accumulation and Taxa- 
tion” collected by the “Verein fiir Socialpolitik” and the “Friedrich List 
Gesellschaft” but also the still unpublished investigations of the “In- 
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aitut fiir Konjunkturforschung” regarding the accumulation, absorp- 
ion and depreciation of capital in the different German industries from 
1924-1928. 

The book contains four parts, the first one being devoted in the con- 
ventional German manner to the definition of the concepts of “capital,” 
“capital accumulation” and “scarcity of capital.” The second part deals 
with the sources of capital accumulation; here the author discusses the 
willingness and ability to save as affected by the size and relative steadi- 
ness of incomes. Such personal savings are then invested either directly 
in stocks or bonds or indirectly through the help of saving institutions 
or commercial banks. More than 25 per cent of the national capital 
accumulation is contributed to corporated savings, i.e., the habit of 
ploughing part of the net profit back into the surplus account. Mr. 
Welter agrees with Répke’ in regarding with particular scepticism this 
kind of financing that does not have to pass the critical examination of 
an investment banking house handling the issue, and later the final test, 
the sale of the securities to the public. Officers of corporations are 
primarily interested in the continuity of their company, i.ec., of their 
positions, and are, therefore, inclined to invest additional funds to keep 
the concern going, even if better judgment would command a liquidation 
of the existing assets. The above mentioned study of the “Institut fiir 
Konjunkturforschung” on the “faulty disposal of capital” indicates that 
in many industries the amount of write-offs exceeded the amount of new 
investments. 

Mr. Welter’s comments on the réle of taxation and of a high wage 
level in the process of the accumulation of capital are quite contrary 
to opinions still very widely held in this country. The recent develop- 
ments in England? and Germany would, in the reviewer’s opinion, pro- 
vide further arguments for Mr. Welter’s contentions. 

In the third part of the book the criteria that have to be applied in the 
determination of the relative merits of the different sources of demand for 
capital are scrutinized. 

The demand for capital obviously should be satisfied in proportion 
to the return to be expected from the investment. Unfortunately, how- 
ever, the hoped-for return depends on many factors that are not ac- 
curately predictable. On the supply side potential competition lures, 
while on the demand side the constant shifts in fashions and the cyclical 
changes in consumers’ purchasing power threaten to upset calculations. 
Finally, there is the problem of whether or not the expected return on 
the invested capital is the sole criterion. There has been much criticism 
of the “frivolous” way in which German municipalities used American 


*W. Ropke, Die Theorie der Kapitalbildung, 1929. 
*Compare Andre Siegfried: England’s Crisis, 1931, pp. 88-105. 
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loans to build swimming halls, that may not be able to show a profit in 
operation. But would it really have been preferable to invest these funds 
in motion picture marble palaces or in factories for lipsticks and vanish. 
ing creams, i.¢., in two industries the prosperity of which enabled them tp 
earn a high return on the investment? If any of the many projects for 
“industrial planning boards” should ever be brought into being, there wil] 
be endless controversies as to the desirability of certain investments from 
the viewpoint of individual vs. social interest. 

In the fourth part the “flight of capital,” as witnessed recently from 
Germany and England, is discussed; but this shortest section of the book 
appears also to be the weakest one, undoubtedly due to the relative lack 
of experience we have on this topic. 

Mr. Welter’s book displays all the advantages and shortcomings one 
may expect from a young economist engaged in active newspaper work. 
An abundance of ideas and a thorough familiarity with the practical 
aspect of the phenomena discussed is combined with a certain unwilling- 
ness (or simply lack of effort) to go to the bottom of things. Since this 
going to the bottom of things often degenerates in the sterile occupation 
of splitting hairs, the reviewer feels that this criticism of his as to the 
profoundness of Mr. Welter’s study should not be interpreted as a de 
preciation of the merits of the book in its present form, but rather as an 
invitation to the author to elaborate his ideas further when his profes- 
sional duties give him the leisure to do so. 

WEIDENHAMMER 

University of Minnesota 
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Union-Management Codperation on the Railroads. By Louis Avuprey 
Wood. (New Haven: Yale Univ. Press. 1931. Pp. xiv, 326. $4.00.) 


Because of the widespread interest in his topic, this volume is assured 
of numerous readers. Many of us who share in that interest have at 
one time or another wished we might have just the opportunity he has 
enjoyed: the opportunity to examine carefully the minutes of the joint 
meetings of railroad managers and workmen in which the coéperative 
activities have centered and to talk with the individuals who have par- 
ticipated in these activities. And most of us will close his book with the 
fecling that he has extracted from those minutes and conversations about 
al] that could be expected. Furthermore, most of us will be indebted 
to him for prefacing the discussion of his topic with seven more or less 
introductory chapters concerned with the technique of maintaining rail- 
way equipment, the men (both managers and workers) who are engaged 
in maintaining equipment, the labor organizations in the mechanical 
department, and the historical background, origin and development 
of the cobperative movement. They provide a setting of material value 
for the description and analysis which follow. 

Chapters 8 to 16 inclusive, constitute the heart of the book. In them 
we find the answers to many of the questions which previous brief 
articles or statements by union or railway executives have only partly 
satisfied. Just what is the technique of codéperation? What is the atti- 
tude of managers and men to the whole plan? Precisely what suggestions 
are made in the joint meetings? How are acceptable suggestions carried 
out? What contributions to efficiency have been realized? What is the 
effect of the plan on morale? To what extent does codperation increase 
regularity of employment? All of these questions are treated in sections 
or chapters, the most interesting and probably most valuable of which 
are Chapters 10 to 12 containing scores of specific suggestions made and 
adopted. Previously available information, chiefly because it was pre- 
sented in brief statements, left us with only general, not to say hazy, 
impressions; but not so with Professor Wood’s chapters. In them we 
“see the w’eels go wound.” 

On the other hand, it will be a disappointment to those readers who 
have not had an opportunity to keep abreast of developments in these 
codperative plans to learn from Chapters 14 and 16 that no satisfactory 
method has yet been evolved for measuring accurately the gains from 
cooperative action, and, consequently, no method evolved for sharing 
those gains. Worse, it seems improbable on the author’s showing that 
such methods will be evolved. That there have been gains seems clear, 
and it is interesting to note that “ ... railroad management has gener- 
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ally been ready to admit, that the companies receive more lucratiy, 
returns from practices of codperation than do the men” (p. 285). 

The discussion of the introduction of union-management codperation 
at the Glenwood shop of the Baltimore and Ohio Railroad is in some 
respects misleading. The statements on pages 88 and 89 omit any refer. 
ence to the nightly meetings of the union locals extending over sever] 
weeks prior to the introduction of the plan in which it was painstakingly 
explained in all details. On page 90 it is stated that “discharge or per. 
manent demotion of ‘troublemakers’ was, so far as possible, skillfully 
avoided. . . .” But in other official statements concerning the Glen- 
wood shop it has been pointed out that these “troublemakers” were 
placed in responsible positions in the codperative plan. And in these 
earlier statements considerable stress was laid upon both the details 
omitted by Professor Wood as important factors in making the Glen- 
wood experiment a success. Even more unfortunate are such paragraphs 
as that on pages 224 and 225 purporting to illustrate “the manner jn 
which stabilization operates” on the Chicago and North Western Rail- 
way. With all the good-will in the world the reader will be unable to 
find in this or neighboring paragraphs figures of a comparative nature 
which provide an explanation of how stabilization “operates.” As a 
matter of personal preference, which many readers will not share, the 
reviewer regrets that the author did not choose to dramatize other parts 
of his story as he did the chapter on the “Historical background of 
union-management codperation.” After all, this book will perform its 
greatest service largely to the extent that it is read by other than 
academicians who can best be reached by a somewhat more popular 
type of presentation. That this can be accomplished without any loss 
of “scientific” detachment has been demonstrated by Professor Wood 
himself in the chapter just mentioned. 

The conclusions reached, though carefully stated to be “provisional,” 
are generally favorable to union-management codperation. The gains 
he finds to be both material and psychological. On the latter count 
some readers will be likely to take sharp issue with him on the ground 
that the “creative impulse” he refers to is much less common than he 
seems to believe. However this may be, and despite the relatively minor 
reservations noted, the reviewer feels certain that the hope expressed in 
Professor Wood’s last sentence will be gratified and that his volume will 
be of value to those who are interested in establishing industrial relations 
“on a more effective and mutually helpful foundation.” 


Cuarwes A. Guiicx, JR. 
University of California 
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Reducing Seasonal Unemployment : the Experience of American Manu- 
facturing Concerns. By Epwin S. Smirn. (New York: McGraw- 
Hill. 1981. Pp. xvii, 296. $3.00.) 

Mr. Smith, and his sponsors in the Committee to Study Methods of 
Reducing Seasonal Slumps, have done a useful and practical piece of 
work in bringing up to date the work of Feldman and other students 
‘n the field. They brought to the study, moreover, a knowledge born 
of successful experiment. Messrs. Dennison, Kendall and McElwain have 
heen identified with notable efforts to iron out seasonal swings. Mr. A. 
Lincoln Filene represents an organization in retail merchandising notable 
for the measure of security assured its employees. Mr. John H. Fahey has 
participated in various public capacities as a practical student of indus- 
trial problems, including that of unemployment. They thus can buttress 
their hopes of widening the range of business stabilization with knowledge 
that the thing can be done. 

Mr. Smith has, of course, used the published sources in the field; but 
his chief reliance is upon material gleaned from interviews, radio 
speeches, and letters from manufacturing concerns over the country. 
From 585 letters he received 195 usable replies. The results he com- 
pounded into a book that is more a manual for practical business men 
secking to iron out fluctuations than a scientific treatise for academic 
scholars. Thus, after collecting his facts, Mr. Smith approached the 
first job of classifying them with a deliberate business viewpoint. Identi- 
fying himself with a business man trying to regularize his output, he 
organized his material into categories suggested by the questions to 
which such a man would seek practical answers. Beginning with the first 
query of whether “I could obtain more sales in the dull season with my 
product as it now stands,” he proceeds through the methods for devis- 
ing new and out-of-season uses for it, diversifying its market, dovetailing 
its manufacture with other products, and ends with canvassing the 
regularizing potentialities of advance orders, on the one hand, and ar- 
rangements with customers and manufacturers on the other. 

Upon this framework Mr. Smith strings out before the eyes of the 
experimental manufacturer the actual accomplishment of numerous firms 
who have made progress through one or more of such devices. Well over 
200 firms are listed in the index; and their successes in achieving a meas- 
ure of regularization, decreasing their unit costs, rendering their profits 
more secure and offering their employees a steadier work-year, presents, 
despite the many difficulties still remaining, a heartening record. 

The difficulties are not minimized. Thus, for instance, while consider- 
able suecess has been achieved in creating out-of-season uses for such 
food products as ice cream, jello, fruits and candy, the clothing manu- 
facturer must still pay homage to the seasons. Style is still an incalcul- 
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able element in the demand for many products. Since it is proving in- 


but staple goods, the maker of specialties must seek other methods fo, 
regularizing. If storage costs loom high (as in bulky products) produc. 
tion to stock is not a promising way out. Consumers’ goods inevitably 
present more knotty problems than producers’ goods. R 

But the fact of greatest limitations to the reviewer’s mind lies not 5 
much in the nature of the product or in internal problems, but in the 
competitive business environment in which the manufacturer must func. 
tion. This limiting factor Mr. Smith merely suggests; only upon thos 
more specific in their obstruction does he elaborate. Yet, responsible, pro- 
gressive firms find themselves thwarted time and again in their stabilizs. 
tion program by fear of what their less responsible competitors will do, 
But after all the qualifications have been made, most economists would 
agree with the conclusion of this book that business can achieve a far 
greater measure of stability than it now enjoys, if its responsible head; 
will follow the leads marked out by the socially-minded and economically. 
astute vanguard 
lities which make this book a valuable manual for the 
practical man of affairs lumber it with a certain heaviness and redun- 
dancy. Thus classifying his facts under methods of stabilization which 
an experimental firm might progressively apply to its production, Mr. 
Smith is often forced to list one such method in the beginning of a chap- 
ter and then fill much of its remainder with mere enumeration of firms 
that have achieved success with it. Naturally chapter after chapter of 
such serial detail becomes monotonous after a while. Perhaps that is 
why the case studies of the automobile and building industries together 
with the introductory outline of the problem, are the most readable 
parts of the book. But readability is not the first purpose of the author. 
For the reader who seeks a quick survey of a knotty problem, compact 
chapter summaries are offered, together with an outline table of contents, 
and adequate concluding chapters. 


The very qua 


B. M. SevLexman 
Boston, Massachusetts 


Unemployment Insurance in Great Britain: The National System ani 
Additional Benefit Plans. By Mary Barnett Gitson. (New York: 
Industrial Relations Counselors. 1931. Pp. xiii, 560. $5.00.) 

The timely publication of this excellent work is cause for rejoicing 
on the part of all who hope that courageous and intelligent planning 
will soon be applied to the unemployment problem in this country. The 
second of a series undertaken by the Industrial Relations Counselors, 

Miss Gilson’s book maintains the high standard set by the initial vol 
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1B in ame, Unemployment Benefits in the United States, by Bryce M. Stewart. 
Studies of unemployment insurance in Germany, Belgium, and Switzer- 
Is for land are promised, and will be eagerly awaited. 

“7 A survey of the extent and the causes of post-war unemployment in 
tably Great Britain is followed by an account of the development of unem- 
’ ployment insurance legislation, from 1909 to 1930. The principal fea- 
10t s0 ae of the Act of 1911 and its subsequent amendments are stated with 
in the admirable clarity and brevity. The author then presents a careful analy- 
func. sis of the participation in the state scheme by unions and approved so- 
those cities, and of unaided provisions of unemployment benefits by trade 
, pro- unions, by individual firms and their employees, and by industries con- 
viliza- tracted out. 

ill do. The administration and the financial experience of the state system 
would are described at length. Miss Gilson lets British publicists do most of 
i for the levying of both praise and blame, quoting with good effect their 
heads views on controversial points. Among the rare expressions of her own 
views is the declaration that “there is some validity in the argument 
that the entire burden of unemployment insurance might more justly 
rth be borne by general taxation than that one group of industries should 
ade continuously pay contributions to carry another group.” She also states 
which her belief that the administrative costs of the system have not been 
: Mr excessive. Indicative of the rapidity with which events are now moving 
is the fact that the limit of the insurance fund’s indebtedness, which 
was seventy million pounds last winter when this book was completed, 
is now one hundred fifteen millions. 

bat 4 Attacking the question whether demoralization and malingering are 
salts possible by-products of unemployment insurance, the author finds little 
dabl foundation for the belief, often expressed by American opponents of 
sl the system, that willful idleness commonly follows the receipt of bene- 
fits. Even the redoubtable Churchill appears in opposition to this view. 
The British system is also cleared of the charge that it has tended to 
keep labor “frozen” in the depressed industries and areas, in the brilliant 
chapter on “Mobility of labor.” 

Methods offered for the prevention and reduction of unemployment, 
including protection, rationalization, public works programs, and wage 
2 cal reductions, are discussed briefly; and proposed changes in the system 
Wash are weighed. The author finds a growing body of opinion in favor of 
unification of old age pensions, workmen’s compensation, and health 
“ and unemployment insurance into one system. An impressive case is 
#1 made for insurance by industry, although such a step is admittedly out 
The of the question for the present. 

din The book concludes with a list of fourteen “considerations arising out 
biel of British experience” which constitute the author’s conclusions and 
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recommendations to those who may undertake to build an unemployment 
insurance system for this country. If one or two may seem a bit severe, 
as, for example, the statement that “the degree of protection contracted 
and paid for... is the only proper determinant of the amount of bene. 
fit”? the insured worker ought to receive, the reader can enjoy the op- 
portunity to differ with the writer of a chapter so trenchant and search. 
ing as this final one. , 

The Appendix contains important statistical data and other material, 
including illustrative additional benefit plans, a table summarizing the 
main provisions of the numerous acts, and addenda which bring the ac- 
count down to February, 19381. 

It is idle to hope that a book so solid as this will be widely read in 
the circles where the knowledge which it imparts is most needed. Our 
captains of industry and many of our politicians appear to prefer the 
hand-me-down opinions of summer tourists who noticed idle dock work- 
ers on the water-front at Liverpool, and who enjoy making speeches 
upon the “dole” at “service-club” luncheons forever after. The very 
detachment of the writer’s attitude would limit the book’s appeal, if the 
size did not. The contrast with Beveridge’s great work in this respect is 
striking; to read the latter is to enjoy an emotional experience as well 
as an intellectual exercise. None the less, Miss Gilson’s study is likely 
to prove itself a landmark in the literature of unemployment insurance, 
the definitive account of the first two decades of British experience in 
this important field of the social welfare. 

Joun P. Troxetr 

Baltimore, Maryland 
Unemployment Insurance in Germany. By Moxie Ray Carrot. 

(Washington: Brookings Institution. 1929. Pp. x, 187. $2.00.) 
The British Employment Exchange. By Joun Barton Stymovr. (Lon- 
don: King. 1928. Pp. 292.) 


Both public employment bureaus and unemployment insurance are 


now issues within the realm of practical politics. President Hoover's 
veto of the Wagner bill for a United States employment service is likely 
to be one of the important issues of the next national election and his 


efforts to avoid the “dole” will couple unemployment insurance with this 
issue. The stage of definite action has been reached with regard to both 
of these measures. There is general agreement that a national system 


of employment exchanges is necessary, only the form of organization 
being in dispute. Similarly, unemployment reserves to be maintained by 
industry are generally favored, but state administration of unemploy- 
ment funds is opposed. 


In the discussion of these issues the experience of European countries 
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‘s often quoted in most contradictory fashion. To those who would know 
what the facts of European experience really show, however, the two 
careful studies here reviewed offer invaluable, disinterested testimony. 
And one of the most important facts to which both testify is the inter- 
dependence of employment exchanges and unemployment insurance in 
any program that attempts to deal with the problem of unemployment. 

he British study traces the development of labor exchanges before 
the war and their organization as a national system in 1909 for the 
purpose of administering unemployment insurance as well as for place- 
ment. It recounts the history of the exchanges during the war period 
and the period of demobilization when they took on many added func- 
tions; and it describes the effects on the placement work that resulted 
from the additional duties that were forced on the exchanges during 
the post-war depression, both by the system of unemployment insurance 
and by other measures of unemployment relief. This constitutes Part I 
of the book. Part II describes and analyzes the organization of the 
British Employment Exchange, its procedure and operating methods, 
and concludes with an evaluation of the various kinds of work that it 
does. A third part is devoted to a discussion of some of the benefits of 
the employment exchanges. 

Miss Carroll’s study is of wider scope, although concerned primarily 
with Germany’s national system of unemployment insurance. This sys- 
tem, however, is designed to deal with the problem of unemployment as a 
whole, and not merely with providing insurance. It aims at being pre- 
ventive as well as providing relief and maintenance for the unemployed. 
The unemployment exchanges, therefore, are an integral part of the 
insurance plan and are administered by the insurance authorities, as 
they are not in Great Britain. These authorities also administer the 
program of public work for the unemployed, and they are authorized 
to assist private and charitable relief works. Vocational guidance, an ex- 
tremely important part of any unemployment prevention program, is 
also made a duty of the insurance system, as is a supervision over 
training, work for young people that is primarily of an educational 
nature, and unemployment relief that is essentially a charity contri- 
bution over and above the insurance benefits. Almost half of Miss Car- 
roll’s book is devoted to a study of experiments with all of these measures 
for dealing with unemployment prior to the enactment of the national 
insurance system in 1927. How the results of this experimentation led 
to the adoption of the comprehensive insurance act and how the vari- 
ous measures are united and interwoven into one national system with 
a good deal of decentralized control by industries and localities is de- 
scribed in the rest of the book. 

The conclusions to be drawn from these studies cannot be summed 
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up in a short statement. The most valuable have to do with the details 
of organization and administration. Germany has profited much by the 
British experience which has lasted over a much longer period of time. 
Its national unemployment insurance office has been made independent of 
political administration; it is largely under the control of the employ. 
ers, workers and experts, rather than of the government as in the case 
of England. The employment exchanges are a division of the i Insurance 
system financed mainly by the insurance contributions; and this seems 
to be a forward step from the British system which puts the control of 
the exchanges directly under the Ministry of Labor. In Germany too 
the insurance contributions for unemployment are collected by the 
health insurance authorities at the same time that the health premiums 
are paid, which brings a considerable reduction in cost. There are many 
problems of administration that are baffling both England and Ger- 
many in the unemployment measures that they have undertaken; and 
the experiences of both countries seem to be that even if all these prob- 
lems were solved, both England and Germany would still be left with 
population “in excess of the number for whom work can be provided.” 
But that employment exchanges and unemployment insurance are neces- 
sary parts of the economy of every industrial country, whether it suf- 
fers from an excess of population or not, can hardly be doubted by the 
unprejudiced reader of these two studies. 
W. M. LeitsErson 
Antioch College 


The Industrial Situation in New Zealand. By F. W. Row ey. (Welling. 
ton: Tombs. 1931. Pp. xiv, 178. 5s. 6d.) 

The subject matter of this book on governmental control of labor 
conditions in New Zealand naturally divides into three parts: namely, 
history; analysis of economic cause and effect relationships; and con- 
structive proposals for change in legislation and administrative prac- 
tice. 

The author sets forth his reasons for writing the book as follows: 
(1) No up-to-date history of the matter referred to, as a whole, can 
be found. (2) The policy adopted by the government in 1891 was 
novel and attracted attention all over the world. A complete review 
of the work accomplished might reasonably be expected, therefore, to 
possess wide interest. (8) The greater number of the books and articles 
published on this subject in New Zealand have been written from the 
point of view of either workers, employers, or economists. Mr. Rowley 
writes from the standpoint of a government official who has had many 
years of practical experience in the field. He makes the further point 
in behalf of his study that since New Zealand is a small country he 
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has been better able to “take a bird’s-eye view” of socio-economic phe- 
nomena there than would have been possible elsewhere. 

In the historical parts of the work the essential facts concerning the 
development of labor legislation and administrative practice in New 
Zealand are adequately set forth. Chapters VII-VIII contain a summary 
of all the important labor legislation passed in New Zealand, arranged 
‘n chronological order. Chapter IX is devoted to the epoch-making In- 
dustrial Conciliation and Arbitration act of 1894, Chapter X to the 
Workmen’s Compensation act, and Chapter XI to the Workers’ Dwell- 
ing and Housing acts. In connection with this last-named act, the inter- 
esting point is made that the New Zealand government successfully 
entered into the business of building houses for workers; this by no 
means fits in with widely held views concerning the supposed ineptitude 
of government in the field of enterprise. Chapter XII, “List of acts ad- 
ministered and other functions of the Department of Labor,” indicates 
clearly the wide scope of the New Zealand system of governmental labor 
control. These historical chapters in themselves provide a sufficient justi- 
fication for the book. 

Mr. Rowley endeavors to refute the contention that unemployment 
in New Zealand and elsewhere is primarily due to world-wide condi- 
tions of depression, and that the lifting of these conditions is to some 
considerable extent a prerequisite to the solution of the local unemploy- 
ment problem. Apparently his position in this matter may be summar- 
ized as follows: (1) Unemployment occurs even in the most prosperous 
times. (2) A primary producing country like New Zealand, with its 
varying output and seasonal returns, is especially subject to seasonal 
and cyclical unemployment. (3) Labor-saving devices cause unemploy- 
ment (as elsewhere) during prosperous times as well as during periods 
of depression. (4) While a world-wide fall in world price levels would 
affect the New Zealand export prices unfavorably, still there should 
be an approximately corresponding fall in New Zealand import prices. 

It should, however, be noted that a price level is represented by some 
sort of statistical average. Therefore it does not follow that, because 
world prices (including New Zealand export prices) are falling, New 
Zealand import prices must necessarily fall in the same proportion. In- 
deed, since many of the manufactured products which New Zealanders 
buy are produced by highly protected industries in other countries, 


while the bulk of New Zealand’s exports are sold in unprotected world 
markets, we should expect the export prices to differ materially from 
the import prices. If it were not for the lags between various prices— 


including the lag between export and import prices—many of our most 
g p I 

serious economic problems would cease to exist. Furthermore, the mere 
fact that many factors, including the displacing power of the machine 
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tool, continue to cause unemployment in prosperous times as well a; 
in depression periods by no means militates against the conclusion tha 
the collapse of world price structures serves greatly to accentuate yp. 
employment conditions during the depression period of the business cycle, 

The author makes many proposals for changes in the existing systen 
of social controls in New Zealand. These constructive suggestions range 
from proposed alterations in the arbitration court’s method of makin 
awards, to changes in the political constitution of the state itself 
Notably a plea is made for the “professionalizing” of the public services 
in order to increase the efficiency of the state as an arbiter in the fied 
of socio-economic conflict. On the whole, a favorable attitude is taken 
towards profit-sharing as a means of promoting industrial peace, al- 
though some of the more frequent causes for its failure are pointed out, 
(See esp. page 151.) 

Mr. Rowley has well accomplished, in the main, the objective which 
he undoubtedly has set for himself; namely, the demonstration of the 
proposition that politico-economic paternalism in New Zealand has been 
at least a relative success—that is, a success as compared with what 
might have happened had the country been left to the tender mercies 
of laissez faire capitalism. 


A. Bruce ANTHONY 
University of Southern California 


NEW BOOKS 
Apamic, L. Dynamite: the story of class violence in America. (New York: 
Viking Press. 1931. Pp. x, 452. $3.50.) 

This tells the “rather dreadful story” of violence in American labor 
warfare. Mr. Adamic announces his working class sympathies at the out- 
set, but he exposes crookedness and ruthlessness in the labor movement 
just as candidly as he does the “massacres, frame-ups and judicial mur- 
ders” originating on the other side, Indeed, his most memorable contribu- 
tions, and his only original ones, are those which describe the recent ac- 
tivities of unions and workers. The earlier sections of the book represent 
an always readable but not always strictly accurate selection of facts al- 
ready fairly well known; but Part VI carries the unmistakable ring of 
freshly-gathered first-hand reporting. 

The chapter on “Sabotage,” based on the author’s own observations as 
an unskilled worker, is easily the most vivid of the growing number of 
accounts of restriction of output and striking on the job; and the analysis 
of racketeering breaks even more new ground. From the Macnamara case, 


which taught some labor leaders to give up violence and others to conceal 
it more skilfully, Mr. Adamic traces a sort of Hegelian dialectic of the 


labor racket. In the first stage, the violence is committed by “semi-idealis- 
tic” unionists themselves. In the second, the union leaders hire professional 
gunmen and sluggers to do the work for them. But, “in not a few cases,’ 
the gangsters ‘‘muscle in” to contro] the organizations, and the hired men 
of the second stage become themselves the union officials in a third. Nor 
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‘; there an easy way out. To the familiar generalization that it is labor 
defeat which leads to the use of dynamite, Mr. Adamic refuses to add the 
familiar corollary that the use of dynamite necessarily leads to labor de- 
feat. Instead, he remarks of certain unions, in a quite matter of fact way, 
that “dynamite and slugging saved them’’; and, though the argument of 
his final chapter is rather incoherent, it is difficult to escape its conclusion 
that “more violence, both racketeering and idealistic,” is to be expected in 
the American class struggle. 
Carter Goopricu 


Biocut, L. Labor agreements in coal mines: a case study of the administration 
of agreements between miners’ and operators’ organizations in the bitumi- 
nous coal mines of Illinois. (New York: Russell Sage Foundation. 1931. 
Pp. 513. $2.) 

Donnecty, T. J. Report of the legislative agent of the Ohio State Federa- 
tion of Labor at the eighty-ninth session of the General Assembly of Ohio. 
Columbus: Ohio State Fed. of Labor. 1931. Pp. 52.) 

E.uiorr, H.S., and others. Unemployment: a discussion outline. (New York: 
\ssociation Press, 347 Madison Ave. 1931. Pp. 46. 35c.) 

Git, G. E. and Boox, W. H. Unemployment relief through “made work.” 
A report of the Emergency Work Committee, Inc., of the Indianapolis 
Commission for Stabilization of Employment. (Indianapolis: Emergency 
Work Committee. 1931. Pp. 15.) 

Herversporrr, U. Das Arbeitsverhdltnis im fascistischen Recht. (Berlin: 
Springe % 1930. Pp. 58. ) 

Honson, J. A. The economics of unemployment. 2nd ed., rev. and enl. (Lon- 
don: Allen & Unwin. 4s. 6d.) 

Lescommer, D,. D. and Prererson, F. The alleviation of unemployment in 
Wisconsin. (Madison: Industrial Commission of Wisconsin. 1931. Pp. 139.) 

Mircuett, G. S. Textile unionism and the South. (Chapel Hill: Univ. of 
North Carolina Press. 1931. Pp. ix, 92. $1.) 


Taytor, G. W. The full-fashioned hosiery worker: his changing economic 


status. Research stud. no. 18. (Philadelphia: Univ. of Pennsylvania Press. 
1931. Pp. x, 237. $3.) 

This study from the Wharton School adequately maintains the high 
standards of scholarship set by its predecessors. Although planned to be 
essentially a study of wages, its authors have wisely conceived that wages 
cannot be properly understood if earnings data are isolated from other 
phases of the industrial situation. Hence we are indebted to them for a 
highly informing and suggestive discussion of the historical background of 
the earnings received by workers in 1929. Joined with this is an equally 
valuable detailed study of inequalities in wages “that vary with individ- 
uals, between plants, and with age and conditions of work.” 

This reviewer has found the story of the rapid development of the full- 
fashioned hosiery industry of absorbing interest. “It has been estimated 
that, in 1929, over 26,500,000 dozen pairs of full-fashioned hosiery were 
produced, which output was more than four times the annual production 
of 1919.” This enormous expansion is the central feature of the picture 
presented. It meant flush times for manufacturers, for producers of knitting 
machines and for labor. It brought with it the inevitable over-expansion of 
productive capacity estimated at 30 per cent in 1930. This is a factor of 
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great importance in the industry since the volume of fixed assets is lar 
Overproduction became manifest in November, 1929, when “stock on hand 
started to mount until more than 5,000,000 dozen pairs of women’s ful]. 
fashioned hosiery were carried in stock at the end of February, 1930. The 
resultant pressure on wage rates made for sharp reductions since union 
organization had not kept the pace of the industry’s growth and only , 
minority of the plants were unionized. . 
Wages in the full-fashioned hosiery industry had been among the high- 
est enjoyed by skilled workmen in the United States. Thus the full-tim. 
leggers in union shops in 1928 averaged approximately $3,165 per year 
and in 1929, $3,237. Eighty per cent of all these leggers were concen- 
trated in the groups that ranged from $2,500 to $4,000 per year. The foot- 


ers earned even more. Twenty per cent of the full-time workers in this 
department were paid over $4,500 in both 1928 and 1929: ninety-five per 
cent had earnings in excess of $3,000. While these two groups are the 
highest paid in the industry, the showing is still an impressive one, [It 
represents the high-water mark attained in an industry so rapidly expand- 


ing under the stimulus of an intense demand that skilled operatives were 
continuously and progressively scarce. 

This rising tide reached its crest in November, 1929. May we hope that 
these capable scholars will give us similar informing chapters covering the 
necessary changes of wages and organization in a stabilized industry ad- 
justed to normal current demands? 


C. E. P. 


Tuompson, L. A., compiler. National economic councils: a list of references. 
Reprinted from the Monthly Labor Review, May, 1931. (Washington: 
Supt. Does. 1931. Pp. 217-226.) 

Watusn, W. J. The United Mine Workers of America as an economic and 
social force in the anthracite territory. (Washington: Catholic Univ. of 
America. 1931. Pp. 200.) 

The age of admission of children to employment in non-industrial occupa- 
tions. 16th sess. (Geneva: International Labour Office. 1931. Pp. 38.) 
Dismissal compensation. (Princeton: Industrial Relations Section, Princeton 

Univ. 1931. Pp. 46.) 

Deals with types of plans, showing variables in determining compen- 
sation, and also describes plans of more than a dozen companies. One sec- 
tion summarizes the trends in dismissal compensation. In the appendix is a 
brief selected bibliography. 

Industrial relations: administration of policies and programs. (New York: 
National Industrial Conference Board. 1931. Pp. xii, 114. $2.) 

International Labour Office: annual review, 1930. (Geneva: International 
Labour Office. 1931. Pp. xii, 505. $3.) 

Labor fact book, prepared by the Labor Research Association. (New York: 
International Pubs. 1931. Pp. 22. $2.) 

Labour legislation in Canada, 1930. (Ottawa: H. M. Stationery Office. 1931. 
Pp. x, 157. 25c.) 

National Child Labor Committee: proceedings of the twenty-sizth annual 
conference held in Minneapolis, Minnesota, June 16, 1931. (New York: 
National Child Labor Committee, 331 4th Ave. 19381.) 

Ohio State Federation of Labor: proceedings of the forty-eighth annual con- 
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vention held at Columbus, Ohio, September 14-16, 1931. (Columbus: Ohio 
State Federation of Labor. 1931. Pp. 125.) 

Personnel relations in department stores. Prelim. draft. (Princeton: Indus- 
trial Relations Section, Princeton Univ. 1931. Pp. 58.) 

The protection of seamen in case of sickness, including the treatment of sea- 
men injured on board ship. I. The individual liability of the shipowner 
towards sick or injured seamen. II. Sickness insurance for seamen. 2nd 
disc., rep. ii. (Geneva: International Labour Office. 1931. Pp. vi, 343.) 

Trade union history and policies and labor legislation: selected book list. 
(Princeton: Industrial Relations Section of Princeton Univ. 1931. Pp. 19.) 

Unemployment prevention, compensation and relief: company, trade union, 
and public programs. Selected bibliography. (Princeton: Industrial Rela- 
tions Section of Princeton University. 1931. Pp. 31.) 

Unemployment problems in 1931, Studies prepared by the International 
Labour Office in collaboration with Professors Ansiauz, Cole, Hahn and 
Hersch. (Geneva: International Labour Office. Boston: World Peace 
Foundation. 1981. Pp. 280. $1.50.) 

Wages in the United States, 1914-1930. (New York: National Industrial 
Conference Board. 1931. Pp. xv, 226. $3.) 


This volume brings down to 1930 the Conference Board’s series of wage 
studies. Its backbone is the payroll study of twenty-four manufacturing 
industries. In the last quarter of 1930 reports were received from 1,444 
plants, employing 634,000 workers. For 1914, and quarterly from 1920 to 
1930 average hourly and weekly earnings of all wage earners, male skilled 
and semi-skilled, male unskilled, and female, are reported. Real earnings 
computed by the use of the Board’s cost-of-living index, nominal and ac- 
tual hours, and employment figures are included. There are detailed tables 
and charts for each industry and for all industries combined. A similar pay- 
roll study of gas and electric utilities gives earnings for various groups of 
workers and hours worked. A chapter on Class I railroads reports earnings, 
employment, and hours for various classes of workers, as compiled by the 
Conference Board from data published by the Interstate Commerce Com- 
mission. For the building trades and agriculture wage rates are reported, 
computed from data supplied by the National Association of Builders Ex- 
changes and the United States Department of Agriculture, respectively. 

The methods of collecting and compiling this material are reported in 
considerable detail. Several important improvements in method have been 
made. All indexes have been changed from a 1914 to a 1923 base. A sys- 
tem of weights has been adopted for both earnings and employment in- 
dexes, using the number of wage-earners reported in each industry by the 
Census of Manufactures for 1923, Finally, the employment indexes have 
been adjusted to the levels of employment shown by the biennial Census 
of Manufactures, using a method somewhat similar to that employed by the 
Federal Reserve Board. The unrevised series, as formerly published, are 
brought up to date in the Appendix. 

The Conference Board concludes that “on the whole there is little evi- 
dence of decided widespread reductions in wage rates” in 1930. Average 
hourly earnings in manufacturing industries, however, showed a slight 
decline in the last quarter of 1930, while in several of the industries the 
average for the year was lower than in 1929. Hourly earnings in the utili- 
ties and on the railroads, on the other hand, were higher than in 1929. 
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Building trade wage rates rose, but agricultural wage rates declined 
sharply. “Weekly earnings, on the other hand, fully revealed the effect, 
of the present economic depression.” They showed an average annual de- 
cline in the twenty-four manufacturing industries of 9.4 per cent from 
1929 to 1930, while the drop from the first to the fourth quarter of 1939 
was 11.8 per cent. They were still, however, a little above the 1921 level. 
In the gas industry and on the railroads, but not in the electric utilities, 
average weekly earnings declined also. ““The decline in actual weekly earn. 
ings, wherever noted, was apparently brought about principally by ‘car. 
tailment in the number of hours of those actually at work.” The employ. 
ment index dropped sharply, and approached fairly closely the 1921 index. 
The Board considers that “on the whole, however, the current business de- 
pression does not appear to have been quite so severe in its effects on wages 
and unemployment as was the depression of 1921.” In the light of wage cuts 
and employment since the close of 1930, however, it appears unlikely that 
it will be possible to maintain that judgment when the 1931 evidence js 
complete. 


Emity C. Brown 


Money, Prices, Credit, and Banking 


Bankpolitik. By Fevix Somary. 2nd ed. (Tiibingen: Mohr. 1930. Pp. 
353. M. 15.) 

It appears to be justifiable to call attention to this book as the best 
treatise on banking ever published on the European continent. There 
are hardly more than two or three books by American or English writers 
of equal rank as contributions to the understanding and the solution of 
our contemporary banking troubles. The author represents the rare com- 
bination of scholar and banker that has enriched theory by such re- 
markable writers as Mill, Ricardo, Bagehot and Hahn. 

Mr. Somary’s book is a theoretical treatise on banking in the sense 
that it does not concern itself at all with the technical problems of bank 
management. It deals with the place of banks in our capitalistic society 
and is written, as stated in the preface, for “bank presidents and for those 
who aspire to such positions.” But the book is not theoretical in the 
sense of Hahn’s book on Bankkredit or of the writings of Keynes, Hav- 
trey, and Schumpeter. All problems of banking policies are discussed 
from the point of view of the banking executive and his functions in the 
national and international credit market. 

Mr. Somary is to be commended for not presenting more than the very 
minimum of statistics and for avoiding polemics with other writers, in 
spite of the fact that he has very pronounced opinions, many being in 
sharp controversy to widely held theories. Only an extreme economy 
in the use of words enabled the author to cover this universal field in three 
hundred and fifty pages; but the style is admirable, and, while cor 
centrated, never involved. 
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Five pages are devoted to a classification of banking institutions ac- 
cording to their functions in the credit market. The next fifteen pages 
contain the discussion of banking resources and liabilities and of the 
problem of a bank’s solvency. The money market and the functions of 
hanks and of the central banks in this market are dealt with on pages 
93-186. The next hundred pages analyze the position of financial insti- 
tytions in the capital market, while the rest of the book is devoted to the 
‘nternational trend of concentration in banking, the problem of govern- 
mental supervision of banks, the international codperation of central 
hanks and to the future of the réle of the banker in our economic so- 
cictv. 

The two appendices contain an international comparison of the legal 
status of central banks and an introduction into banking literature, the 
latter written by Mr. Melchior Palyi. 

The most remarkable thing about Mr. Somary’s book, published in 
the fall of 1930, at a time when banking troubles were, as yet, confined 
to provincial institutions in this country and all but unknown in Europe, 
is its very conservative, if not sceptical attitude. Mr. Somary’s interna- 
tional approach to his topic required a vision, of which he had already 
given evidence in 1929, when he published his Changes in the Structure 
of World Economics since the War.* One may be astonished, therefore, 
to find that Mr. Somary severely criticizes that modern theory which 
endows banks with the sovereign position of creators of credit. This 
theory that banks do not have to depend on deposits to loan out funds 
but that their loans create the deposits was first advanced probably by 
Macleod, later by Davenport, Phillips, Anderson, Withers, Keynes, 
Hawtrey, Schumpeter, and Hahn. Against this view Mr. Somary em- 
phasizes the absolute dependence of a bank on its credit, é.e., the loyalty 
of its depositors. As a matter of fact, the very outstanding character of 
the banking business is its vulnerability in case of lack of public confi- 
dence. Banks are not creators of credit and masters of the economic life 
of a nation, but servants whose very existence depends on the good faith 
of the publie they enjoy. The present economic situation, especially in 
this country, in Germany, and in England, has unfortunately provided 
ample proof for the justification of Mr. Somary’s contentions. 

It may well be that the “modern banking theory” is partly to be blamed 
for the progressive neglect of the problem of banking solvency that 
found its evidence in the ever greater volume of business pyramided on 
an unchanged banking capital. 

The capital of the Berlin banks in 1912 amounted to 30 per cent of 
their total resources, while the capital of the provincial banks made up 


*London, P. S, King, 1981, p. 221 (translation). 
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for not less than 87 per cent of their resources. This compares with , 
ratio of 6.7 per cent of capital to total resources for the Berlin banks jp 
1929. The failure of the “Austrian Credit Anstalt,” of the “Dar. 
staedter und National Bank” and of the necessity for the German goverp. 
ment to take over the “Dresdner Bank” was, of course, the result of jp. 
solvency caused by the fact that the capital was insufficient to protect the 
deposits after certain assets were lost or frozen. 

The decline of the ratio of capital to total resources is by no means 
confined to Germany, as the following table would indicate: 


CAPITAL IN PER CENT OF TOTAL RESOURCES 


London Banks 5 Paris Banks U. S. National Banks U. S. State Banks 
1890 39 38 
1893 
1911 9.6 14.60 
1913 15.7 13.5 
if29 6 i 15.8 14.7 


The part of the book dealing with the money market discusses the dif- 
ferent forms of short-term bank credit operations (Rembours, accept- 
ances, discounts, brokers loans) and the factors determining demand and 
supply and the rate of interest in the loan market. The peculiar struc- 
ture of money markets in London, Berlin, Paris, and New York is con- 
pared and the position of the central banks in these loan markets dis- 
cussed at great length. Mr. Somary expects the central banks to practise 
a rediscount policy that finds its criteria in a long-term view, with the 
aim of meeting the requirements of business cycles under long-term pe 
riods of rising and falling prices and of rising and falling rates of in- 
terest. Obviously, such guidance of the economic life by the central banks 
will be possible only if they work in close international codrdination in- 
stead of being influenced primarily—as is the case today (October, 
1931) by the need of protecting their gold holdings from each other. 

As to the question of whether the banks are the masters of economic 
life, the magicians that can create prosperity, if they should choose to 
do so, our present experience again confirms Mr. Somary’s contention 
that bank credit can never start a period of prosperity as long as public 
confidence is at a low ebb. If confidence is once revived, the banks may 
stimulate revival by a plentiful supply of brokers loans, because rising 
stock markets enable the flotation of new issues of securities, thus pump- 
ing new blood into production. In the latter part of prosperity when the 
resources of the banks become more and more tied up, the central bank, 
which so far was without influence, becomes the real master of the situa- 
tion. Through its rediscount policy the central bank can prolong or 
check any boom by assisting the commercial banks in their credit poli- 
cies. The limit to such inflation is given by the need of defending the 
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parity of the currency, provided, of course, that all nations would not 
codperate on a joint inflation experiment. 

The discussion of the capital market deals with the mortgage credit 
organization, with industrial long-term credits, with the flotation of 
wcurities and with the stock exchange. The American method of financing 
nortgages through commercial banks, savings banks, trust companies, 
life insurance companies, and building and loan associations is regarded 
as highly unsatisfactory, an opinion that has found further backing by 
the events of this year (Foreman-State National Bank, Chicago). Out 
of the abundance of questions raised, the problem of bank bonds may be 
mentioned. Should commercial banks float bonds as the “Deutsche Bank” 
and the “Commerzbank” have done, the two German banks that alone 
stand solvent out of the so-called “Big Four”? 

The American banking system of unit banks and of the division of the 
functions of commercial and investment banking has made relatively as 
poor a showing during this crisis as the German system of branch bank- 
ing and combined commercial banking, investment banking, and brok- 
erage business. Reforms are called for everywhere and the danger exists 
in laws enacted before unbiased analysis has completed its work. Mr. 
Somary’s book is warmly recommended to all who want to or have to 
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Boprisu, H. M., editor. History of building and loan in the United States. 
(Chicago: U. S. Building and Loan League. 1931. Pp. xiii, 792.) 

Birrcer, H. Wechsel und Scheck in Europa und Uebersee. (Berlin: Carl 
Heymans Verlag. 1931. Pp. 216. RM. 10.) 

This might be termed a handbook of the laws, usages, and taxation of 
bills of exchange and checks in 52 countries. It will be most helpful to 
the practising banker and foreign exchange dealer. The discussion of the 
variety of laws and practices as well as the efforts to establish uniformity 
occupies only a few pages. 

Answers to the pertinent questions concerning the laws, usages, and 
taxation of the various countries are presented concisely in tabular form; 
answers to questions on presentment, protest, days of grace, etc., occupy 
over 170 pages. In the interest of authenticity the author has had his 
work concerning each country reviewed by a leading bank in that country. 

Finally, the author gives a 23-language index of the numbers and most 
important terms used in bills of exchange and checks. 


Kart R. Bopp 


ast Cannan, EF. Modern currency and the regulation of its value. (London: 


“ P. S. King. 1931. Pp. viii, 112. 5s.) 
oli- Cartinuour, G. T. Branch, group and chain banking. (New York: Mac- 
the millan. 1981. Pp. xix, 351. $4.50.) 
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Couen, J. L. and Rine, A. The mortgage bank: a study in investment bank- 
ing. (London: Pitman. 1931. Pp. 268. 10s. 6d.) 

Coturns, C. W. Rural banking reform. (New York: Macmillan. 193}, Pp 
vii, 187. $2.) 

Dorseare, H. B. and Barnp, M. O. Forewarnings of bank failure: a com- 
parative study of the statements of certain failed and successful Floridg 
state banks, 1922-1928. Bus, admin. ser., vol. i, no. 1. (Gainesville: Uniy. 
of Florida. 1931. Pp. 52.) ‘ 

Duarte, C. P. The world crisis and the depreciation of silver. (Mexico City: 
Author, Treasury Dept. of Mexico. 1931. Pp. 27.) ’ 

Eversotr, J. F. Bank management: a case book. (New York: McGraw-Hi]. 
1931. Pp. xiv, 636. $5.) 

This volume is included in the Harvard problem series. According to 
the preface, its object is “to provide present and prospective bank man- 
agers with factual illustrations of the major problems which must be 
properly solved for successful bank administration. With few exceptions, 
the cases are taken from actual banking practice, names being changed 
and dates and data slightly altered to prevent identification.” Special 
attention is given to the making of sound loans and investments; less js 
given to the subject of costs and “productivity of net advances obtained 
in group banking, in the allocation of earning assets, and in the testing 
of individual managerial efficiency.” It is expected to incorporate the re- 
sults of research on these points in a subsequent revision. 

Epiz, L. D. The banks and prosperity. (New York: Harper. 1981. Pp. xi, 
179. $2.50.) 

GarpNer, W. W. Building and loan liquidity, with especial reference to the 
situation in New Jersey. (New Brunswick: Rutgers Univ. Bureau of Econ. 
and Bus. Research. 1931. Pp. 136.) 

Harey, J. W. “The old stone bank” history of Rhode Island. Vol. II. 
(Providence: Providence Institution for Savings. 1931. Pp. 141.) 

Harris, S. E. Monetary problems of the British Empire. (New York: Mac- 
millan. 1931. Pp. xvi, 569. $5.) 

Hayek, F. A. Prices and production. (London: Routledge. 1981. Pp. xv, 
112. 6s.) 

Heiiperin, M. A. Le probléme monétaire d’aprés-guerre et sa solution en 
Pologne, en Autriche, et en Tchécoslovaquie. (Paris: Sirey. 1931. Pp. xvii, 
303.) 

Hirst, F. W. Wall Street and Lombard Street. (New York: Macmillan. 
1931. Pp. ix, 180. $2.) 

This is an excellent journalistic sketch of the events leading up to the 
Wall Street collapse of 1929 and the spread of trade depression and price 
decline throughout the world in the year following that event. The dis- 
cussion of causes and remedies (Chapter 5) is less satisfactory than the 
narrative portions of the book. That relating to causes consists chiefly of a 
recapitulation of the principal economic developments of the years pre- 
ceding the business collapse, with very little analysis of the causal rela- 
tionships between these events and the depression. Likewise the discussion 
of remedies embodies a plea for certain policies—chiefly adjustment of 
reparations and war debts and removal of tariff barriers—on general 
economic grounds, rather than an effort to show that they have any specific 
connection with the current depression. Mr. Hirst is skeptical of the 
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eficacy of cheap money and abundant gold as remedies for depression, 
and does not share the prevalent horror of falling prices. 


C. O. Harpy 


Hvsacuex, F. R. The constitutionality of small loan legislation. (New 
York: Russell Sage Foundation. 1931. Pp. 50. 50c.) 

Jones, IT. C. Clearings and collections: foreign and domestic. (New York: 
Columbia Univ. Press. 1931. Pp. 298. $4.50.) 

“Describes the various methods employed in Germany, England, Canada 
and the United States of making payments without the use of currency.” 
Also treats of the influence of central banking, the B.I.S. and the mobili- 
zation of reserves on both national and international clearing and collec- 
tion procedure. 

KinwaLp, G. Ehrliches und unehrliches Silbergeld. (Jena: Fischer. 1981. 
Pp. 58.) 

Meneias F. Borsenkredit, Industriekredit und Kapitalbildung. (Vienna: 
Springer. 1981. Pp. xi, 220. RM. 12.) 

Macway, A. L. G. The Australian banking and credit system. (London: P.S. 
King. 1931. Pp. 255. 12s. 6d.) 

Meper, E. H. Beitrage zum Thema: Diskonttheorie und Konjunkturzyklus, 
in geschichtlicher und theoretischer Betrachtung. (Hamburg: Hermann 
Gipner. 1931. Pp. 42, vi. RM. 2.50.) 


The historical chapters are omitted from this book, but the word his- 
torical (geschichtlicher) has not been deleted from the title. Perhaps the 
requirements for publication of Hamburg doctoral dissertations may be 
blamed for the discrepancy. Although the unscientific “furor” (p. 39) of 
Wicksell in criticizing Tooke concerning the relation of the rate of dis- 
count and prices is condemned, Dr. Meder’s work is essentially polemic 
in character. Indeed, exclamations are so frequent that by page 17 two 
exclamation marks are needed to give emphasis. 

According to Meder the static discount’ theory is that an increase in the 
discount rate reduces the volume of currency and leads to lower prices 
(Wicksell,? Cassel, Hayek). The dynamic theory is that an increase in the 
rates adds to the costs of production and leads to higher prices (Tooke). 
Each of these, says Meder, is one-sided. What is required is a proper syn- 
thesis of the two—an organic theory. 

In the zones of change (Kehrzonen) from rising to falling prices or vice 
versa the static theory seems to hold; but in the intervening periods of 
continuously rising or falling prices the dynamic theory fits the facts 
(pp. 10-11, 31-33). Since a change in the rate of discount may be followed 
by price changes in either direction (or no appreciable price change at 
all), the organic theory looks elsewhere. This “elsewhere” or “general 
situation” is sufficiently broad to include changing psychology (optimism 
and pessimism), changing harvests, ete. 

To the reviewer the recurring construction of straw men of the modi- 


*By discount theory Dr. Meder means only the rate of discount. Other instru- 
ments of the central bank policy, such as dealings in the open market, warnings, ra- 


tioning, direct action, the tradition against rediscounting are not mentioned. 
?In view of the bitter attack on Wicksell and the laudation of Marshall, one should 
note, perhaps, that a most brilliant student of Marshall recently has reverted to 


Wicksell’s doctrine. See J. M. Keynes, 4 Treatise on Money. 
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fied quantity theorists—like the perennial baiting of Karl Marx—is most 
unfortunate. To be sure, if one abstracts from their works to the mystical 
point of absurdity, the quantity theorists appear absurd. 

Dr. Meder is interested in serving “practice and life” (preface). From 
this point of view it would seem to be of utmost significance to discover 
those elements in the “general situation” which are subject to control. 
May not such control elements be used to offset or counteract other factors 
not subject to direct control? To illustrate: early in 1919 and again in the 
middle of 1920 pessimism was developing in American industry. The re- 
ports of the federal reserve agents will show how widespread was the 
tendency. In the first instance the depression was short-lived; in the 
second it was long-extended. Also in the first instance extensions of credit 
resulted from the low rates maintained to aid government finance. In the 
second instance there was very little more to lend (the reserve ratio was 
near the legal minimum) and the rates were kept high. These instances 
would seem to indicate that “psychology” may be largely controlled 
through controls over the volume of credit. Continued inflation simply 
annihilates the pessimists. Perhaps herein lies one of the essential contri- 
butions of the quantity theorists: They focus attention upon the factors 
in the situation which are subject to control. 


Karv R. Bopp 


Micter, J. M., Jr. We must become better bankers. Address before the con- 
vention of the Virginia Bankers Association at Old Point, June, 1931. 
(Richmond, Va.: First and Merchants National Bank. 1931. Pp. 14.) 
Munn, G. G. Encyclopedia of banking and finance. 3rd ed, rev. (New 
York: Bankers Pub. Co. 1931. Pp. viii, 765. $10.) 

The author is chief of the statistical department of Paine, Webber & 
Company of New York. The first edition was published in 1924, and this 
is its third revision. It contains the most important acts which a student 
may wish to consult, including the Agricultural Credits act of 1923, Farm 
Loan act of 1916, Federal Reserve act of 1930, Federal Reserve Board 
regulations, intermediate credit bank rules and regulations, legal invest- 
ments for savings banks in New York and New Jersey, legal investments 
for life insurance companies in New York, Connecticut and Massachusetts, 
the Webb-Pomerene act, etc. 

Prescorr, P. A. Building and loan procedure in New Jersey. (Newark: 
Soney & Sage, 71 Clinton St. 1981. Pp. 416. $5.) 

Rocers, J. H. America weighs her gold. (New Haven: Yale Univ. Press. 
1931. Pp. xiii, 245. $2.50.) 

Topp, J. A. The fall of prices: a brief account of the facts, the probable 
causes and possible cures. (New York: Oxford Univ. Press. 1931. Pp. 
68. $1.25.) 

The fall of prices since the World War has led Professor Todd to an 
examination of the facts in this period of falling prices as compared with 
similar periods in the past. He studies statistically the claim that this 
fall is due to an inadequate supply of money and finds no evidence to 
indicate that this has been the primary cause. His view is that the chief 
difficulty has come from an increased production of certain commodities 
along with a drastic and sudden decrease in their consumption. It is 
probably something more than a coincidence, he holds, that the goods of 
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which the prices have fallen most are those consumed in large quantities 
in the United States. This was especially noticeable after the stock mar- 
ket crash of 1929 when loss of confidence led to curtailed consumption 
in spite of falling prices. It follows, therefore, that the road to recovery 
lies in a restoration of confidence and renewed prosperity in the United 
States, a consequent increased consumption and perhaps a decreased pro- 
duction in some lines. 

The present period differs from earlier ones of falling prices in that 
formerly the public associated the evils with an inadequate supply of 
money, Whereas now it is believed that in some manner or other the cen- 
tral banks of the world have assumed the réle of the villain. Todd finds no 
evidence to convict the banks of following an unwise policy, although he 
does believe that the restoration of the gold standard in England caused 
too drastic and sudden a decline of prices. 

Even though the present troubles are not derived primarily from 
monetary scarcity, Professor Todd believes that this may well be a seri- 
ous problem in the future unless the production of gold exceeds the volume 
that now appears to be probable. To offset this future scarcity he suggests 
conscious efforts to discover new gold fields, the discouragement of the 
use of gold in the arts and the possible return of gold to circulation, a 
reduction in the amount of gold against bank notes, the encouragement in 
the use of bank checks to replace the circulation of currency, and the de- 
velopment of an international clearing house for the settlement of balances. 
The Bank of International Settlements makes a beginning in the last 
named economy. 

Professor Todd finds that “The past history of the world under the gold 
standard is not creditable to the inventive capacity of financial men.” But 
he sees no reason why purposive action should not result in the avoidance 
of past errors. 

Crype Fisuer 


Wituston, S. Negotiable instruments. (New York: American Institute of 
Banking. 19381. Pp. 448. $3.) 

The cost of living in the United States, 1914-1930. (New York: National 
Industrial Conference Board. 1931. Pp. x, 170. $3.) 

The Federal Reserve act (approved December 23, 1930), as amended to 
March 3, 1931, with appendiz. (Washington: Federal Reserve Board. 
1931. Pp. 170. 25c.) 

International finance is personal finance in colossal proportions. Reprinted 
from Personal Finance News, September, 1931. (Washington: American 
Assoc. of Personal Finance Companies. 1931. Pp. 4.) 

In Rochester 100 years ago and now. Centennial year of the Rochester Sav- 
ings Bank, 1831-1931. (Rochester: John P. Smith Co. 1931. Pp. 46.) 
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NEW BOOKS 
Anennt, H. Entwicklung and innerer Aufbau der englischen Einkommen- 
steuer. (Jena: Fischer. 1931. Pp. vii, 108. Rmk. 5.) 
Buaxey, R. G. Report on taxation in West Virginia. (Charleston: Jarrett 
Printing Co. 1931. Pp. xxviii, 452.) 
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This analysis of property taxation (including reform movements, state 
sales taxes, state income taxes, inheritance and estate taxes, and taxes 
on motor vehicle transportation) comprehends not only the situation 
in West Virginia but includes also a comparison with practice elsewhere, 
The volume will prove helpful to students outside of West Virginia in 
several different respects. Much of the statistical data presented can be 
found elsewhere, if at all, only after considerable searching through admin- 
istrative reports and other documents. This bringing together of quantitative 
information, though perhaps less complete than one could wish, will ter- 
tainly be of material assistance to students of state finance everywhere, 
Generally speaking, it may be expected that careful students will agree 
with Professor Blake y that neither separation of sources of state and local 
revenue nor classification of property for taxation at different rates con- 
stitutes a panacea. The former, West Virginia has tried in slightly modified 
form; and the latter when tried elsewhere has fallen short of the results 
its advocates have expected. It is Blakey’s feeling, as it is doubtless the 
feeling of other careful students, that much more important than either 
of these measures is improvement in administration. This is emphasized 
to the extent that an entirely separate chapter codrdinate with those on 
the classification and separation movements is included. 

Owing apparently to the haste with which the report was prepared, the 
author has become involved at certain points in unfortunate confusion: 
definition of “sales” and “excise” taxes (pp. 198, 199, 200) ; rates imposed 
under the Georgia gross-receipts tax (p. 204); time when the Philippine 
commodity transfer tax was initiated (p. 206) ; taxation of gas in Kentucky 
(p. 225); interpretation of a Bureau-of-Standards study of motor vehicle 
taxation (p. 323); and the share of the coal industry in the West Virginia 
gross sales and production tax as “due to the depression in the coal in- 
dustry since the war.” (The annual production of coal in West Virginia 
1919-19380, inclusive, by years in millions of tons has been 79, 89, 73, 
80, 108, 102, 122, 144, 145, 133, 139, and 120.) The discussion of reciproc- 
ity in inheritance taxation (pp. 304-306) would scarcely be intelligible 
to the average layman not familiar with the theory and practice of inheri- 
tance taxation. Again there is very little emphasis in the entire report on 
business taxation as such, though a business income tax at a fairly high 
rate is suggested in lieu of the present gross-sales tax (p. 272). In spite 
of these criticisms and questionings, however, it cannot be doubted that 
West Virginia has received more than it paid for or that scholarship has 
profited materially from this investigation. 

James W. Martin 


Davenerty, M. M. Studies in taration in Delaware highway finance. Bull. 
no. 169. (Newark: Univ. of Delaware Agric. Experiment Station. 1931. 
Pp. 72.) 

De ‘af 0, J. C. Q. La politica economica y la reforma de nuestros aranceles. 
Conferencia pronunci: iad a en el Salén de Actos Pablicos de la Universidad 
de la Republica, el 29 de Julio de 1931. (Montevideo: Sociedad Uruguaya 
de Economia Politica. 1931. Pp. 64.) 

Dewey, D. R. Financial history of the United States. 11th ed. (New York: 
Longmans Green. 1931. Pp. xxxviii, 581. $3.75.) 

Brings the narrative down through 1930. 
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FriLCHENFELD, E. H. Public debts and state succession. (New York: Mac- 


millan. 1931. Pp. xxx, 922. $10.) 

This volume follows the author’s earlier work, Vdélkerrechtspolitik als 
Wissenschaft (1922). The monograph is an important contribution to the 
study of international financial problems and practices which makes ma- 
terial available in the English language hitherto accessible only in other 
languages. The treatise first covers the legal history of public debts in 
cases of territorial changes and then formulates a theory concerning the 
handling of such debts. It should prove to be a valuable supplement to 
studies of the economic and political phases of government borrowing. It 
vives the economist an appreciation of the numerous, complex, and variable 
legal factors arising in the cases studied. 

About two-thirds of the book are devoted to an analysis, presented in 
both chronological and topical form, of the developments of theory and 
practice in cases of territorial changes of states down to the present time. 
Copious footnotes indicate the original sources of information and serve as 
a guide for the reader who may wish to go farther into the subject. 

Very few special laws have grown up in the field. The legal treatment 
of public debts is more unsettled and uncertain than that of private debts, 
and a definite code of international law on public debts in state succes- 
sion is lacking. The outcome of controversies over such debts has depended 
on compromises completed without reference to international law, attempts 
to apply standards of equity and justice, variations in municipal law, rules 
of international law, theories advanced by numerous authorities, and other 
factors. Nearly three centuries of legal developments have failed to pro- 
duce established rules bearing on the subject, with the practical result 
that, in general, state succession is as little controlled by law now as in 
the days of Grotius. 

There is little hope for immediate improvement of international law on 
public debts in territorial changes, although the great task for the future 
is the development of a system of international law which can be applied 
in disputes over such debts. Some progress may be made along other 
lines. Agreements among the private interests involved, an effort to apply 
the general principles of justice in reconciling the claims of conflicting ele- 
ments, the resort to tribunals to determine questions of international law 
and invoke principles of equity, the codification of rules bearing on dis- 
puted eases, and the creation of a permanent body of experts, politically 
independent, to consider controversies and pronounce rules of settlement 
are all considered helpful, but somewhat ineffective, devices in develop- 
ing a definite body of international rules. 

While insurance might theoretically cover the risks of creditors, the 
risks are incalculable and the costs would be prohibitive. The risks of 
creditors are also too uncertain to be discounted in interest rates on loans 
and the difficulties in selling securities with an allowance for risk are 
insuperable. It is proposed that all the facilities of modern economic 
science should be called into play in settling controversial points. 

Atrrep G, Buen_er 


Ferranpno, J. El credito publico del Uruguay. (Montevideo: Sociedad Uru- 


guaya de Economia Politica. 1931. Pp. 11.) 


Firzparrick, J. T. editor. Tar law and other general laws relating to tara- 


tion of the state of New York, with all amendments to the end of the 
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legislative Session of 1931. (New York: Baker Voorhis. 1931, P 
+ Ep. 483, 
~3.50.) 

Gapait, D. R. The salaries of public officials in India. (Poona: Gokhale 
Institute of Politics and Economics. 1981. Pp. 50.) 

Tazation of timber properties in Oregon and Washington, 

rogress rep. of Forest Taxation Inquiry, no. 14. (Washington: Supt. 
Docs. 1931.) 

Ho, H. C. A study of the probable effects of the Hawley-Smoot tariff .of 
1950: a prize essay. (New York: Free Trade League, 2 W. 45th St. 193] 
Pp. 61. $1.) ' 

Jensen, J. P. Survey of Colorado state tax system. (Denver: Denver Chan- 
ber of Commerce. 1931. Pp. 223. $1.) 

JORGENSEN, E. O. The road to better business—and plentiful employment. 
(Chicago: Manufacturers and Merchants Federal Tax League. 1931, P 
88. $1.) 

KEnprick, M. S. Yawation in Connecticut: a preliminary survey with 
emphasis upon its relation to agriculture. (Storrs: Connecticut Agric. Col- 
lege. 1930. Pp. 150-188.) 

Lee, J. M. Minimizing taxes. (Kansas City: Vernon Law Book Co. 1931, 
Pp. 1306. $10. 

Mason, G. A. The law of special assessments and special tazation for local 
improvements in the state of Illinois. 2nd ed. (Chicago: Callaghan. 1931.) 

Ponp, C. B. Full value real estate assessment as a prerequisite to state aid 
in New York. Spec. rep. of State Tax Commission, no. 8. (Albany: J. B. 
Lyon. 1931. Pp. 189.) 

Rauston, J. H. What’s wrong with taxation? (San Diego: Ingram Inst. 
1931. Pp. 199. $1.50.) 

Suuutrz, W. J. American public finance and taxation. (New York: Prentice- 
Hall. 1931. Pp. xxiii, 635. $5.) 

Suovup, C. S. The sales tax in France. (New York: Columbia Univ. Press. 
1930. Pp. xv, 369.) 

Sirverman, H. A. Tazation: its incidence and effects. (New York: Mac- 
millan. 1931. Pp. xix, 359. $3.) 

Soxotnixov, G. Y., and associates. Soviet policy in public finance, 1917- 
1928. (Stanford Univ.: Stanford Univ. Press. 1981. Pp. xiv, 470. $4.) 
Swirr, F. H. Federal and state policies in public school finance in the United 

States. (Boston: Ginn. 1931. Pp. xvii, 472.) 


Timpy, H. H. An introduction to a modern and practical system of tazation: 
a single taz on property values based on income or proven sound cash 
values. (Ashtabula: Constitutional Tax League. 1931. Pp. 15.) 


Per capita costs in city schools, 1929-80. Office of Educ., pamph. no. 19. 
(Washington: Supt. Docs. 1931. Pp. 13. 5c.) 

Financial statistics of states, 1929. (Washington: Supt. Docs. 1931. Pp. ¥, 
123. 25c.) 

Municipal and county financial administration. Rep. no. 3. (Trenton, N.J.: 
Commission to Investigate County and Municipal Taxation and Expendi- 
tures. 1931. Pp. x, 128.) 

Report of the state commission of inquiry into taxation, 1930. (Lansing: 
Mich.; Franklin DeKleine Co. 1931. Pp. 112.) 

Tax law of the state of New York: provisions of the tax law of the state 
of New York relating to local assessments: being the first eight articles 
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thereof, and sections 205, 219-j and 219-l, with all amendments to the end 
of the legislative session of 19381. (Albany: N.Y. State Tax Commission. 
1931. Pp. 154.) 


Population and Migration 


Essays on Population and Other Papers. By James Autrrep Fiexp. 
Edited by Heten Fiscuer Houman. (Chicago: Univ. of Chicago 
Press. 1931. Pp. xxviii, 440. $3.50.) 

Professor Field published all too little during his life, which was so 
prematurely cut off in the summer of 1927, but the papers he did pub- 
lish gained immediate recognition as the work of a thorough and care- 
ful scholar, and of a man whose command of the English language gave 
to his style a clearness and elegance reminiscent of the best writers of 
the Victorian era. His first considerable published paper, the well known 
“Early propagandist movement,” read at the meeting of the American 
Economic Association in St. Louis, December, 1910, showed the trend 
of his interest and brought to notice a young man who did not fear to 
choose as a field of research a subject which had hitherto commonly been 
regarded as one barely respectable. 

The brief biography of Field provided by Mrs. Hohman will be wel- 
comed by all who had the good fortune to know him, as well as by those 
who did not but who will catch glimpses of his personality between the 
lines of the papers here published. One wishes that the biography were 
fuller. For one thing, it does not indicate when or through what influ- 
ences Field’s interest in population, and specifically in birth control and 
its history, began. 

The long essay on “The Malthusian controversy in England,” which 
is here published for the first time, dates from 1906 or, as the editor 
notes, probably somewhat later, and indicates that Field already at that 
time, while he was still an instructor at Harvard, had made a rather 
searching and critical study of the literature. Following out the cur- 
rents and cross currents of Malthusianism and anti-Malthusianism from 
the end of the eighteenth century to the end of the Victorian era, he nat- 
urally came upon the early neo-Malthusian movement as an integral part 
of the gradual change in sentiment and reasoned propaganda during the 
nineteenth century. The essay here mentioned is a valuable supplement 
to the St. Louis paper, since it puts the early birth-control movement 
in proper perspective with regard to the whole movement of population 
thought in England. While the St. Louis paper was, up to the current 
work of Norman Himes, the best, and in fact the only, scholarly study 
of the early birth-control movement in England, the essay on the Mal- 
thusian controversy is the most considerable contribution in the present 
volume, despite the fact that it was not published during the author’s 
lifetime. 
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The essay on “Paradoxes of population problems,” compiled by the 
editor from Field’s manuscript notes and lectures, is by far the most 
thoughtful paper in the whole collection, and it is in this paper, espe- 
cially, that Field shows the characteristics of being fonder, to quote 
Bonar’s foreword, “of putting questions than of giving the answers.” 
Had Field lived, he doubtless would have given answers to some of these 
questions. Others he raised, well knowing that no scientific answer is Pos- 
sible in the present state of our knowledge. 

Another of Field’s early papers, that on “The progress of eugenics,” 
first published in the Quarterly Journal of Economics, in 1911, is similar 
to the papers above mentioned, in that in it Field is again the historian 
of a movement. It is evident that to understand the current meaning of 
a movement, intellectual or social, Field felt that he had to know its 
history. In this he was in line with the genetic economists, except that 
he perhaps confined himself too closely to the literature of the move- 
ment and did not give sufficient attention to the institutional and other 
influences and accompaniments. To infer that he was a mere literary 
antiquarian, however, would be very far from the truth. This paper also 
revealed a second interest—that in the quality of population, differen- 
tial fertility, and eugenic possibilities—which was to be one of his major 
concerns to the end, although in his more mature years the idea of a 
“science” of eugenics had been put to enough critical tests, and the 
eugenics movement itself had embodied enough vagaries, to give even 
those most cordially inclined toward it some pause. There is indication 
that Field’s mind in his later years was much fuller of doubts with re- 
gard to eugenics as a mode of social reform and a means of bettering 
the quality of population than it was in 1911. 

Two other papers grew out of Field’s interest in eugenics—those on 
“Eugenics and demography” and “Eugenic worth and economic value.” 
Three minor papers reflect his active and continued interest in the Amer- 
ican birth-control movement. 

Two papers not dealing with population are included in the collection, 
one an address on “The place of economic theory in graduate work,” 
and the other the long paper on logarithmic scales. An outline of Field’s 
course on “the standard of living,” and a list of books and pamphlets 
on population in his library, complete the collection. 

Not only Field’s former students and friends will be glad that this 
volume has been published, but students of population everywhere. It is 
to be regretted that he did not leave more connected and completed 
manuscript material. That he did not was probably due both to the 
precision of his scholarship and his ability as a lecturer. The lasting 
contribution which he made to the study of the population problem was 
both in his historical studies and in his critical and questioning attitude. 
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He was perhaps not to be classed as an economic theorist, and one will 
look in vain in his work for either an analytical or a statistical treatment 
of the economics of the population in its current dynamic and world 
aspects. Had he lived this doubtless would have come. 

This review cannot be closed without a word of appreciation for Mrs. 
Hohman, who has performed the task of compilation and editing, in this 
case more than ordinarily difficult, with admirable judgment and suc- 
cess. 

A. B. Wotre 

Ohio State University 


An Hypothesis of Population Growth. By Ezra Bowen. (New York: 
Columbia Univ. Press. 1981. Pp. 238. $3.75.) 

The keynote of this dissertation is the hypothesis developed in Chap- 
ter I and completed in Chapter XIV that “in a capitalistic civilization 
population size tends to vary directly with the aggregate supply of 
wealth and inversely with the height of the prevailing standard of liv- 
ing.” The author meets the objection that this is a mere truism by as- 
serting that “nowhere in the literature of population growth, from Mal- 
thus to East and Pearl, does there appear evidence of constant con- 
sciousness of the ‘obvious truth’ (truism) stated here.” Nevertheless, the 
reader may feel that there is too much laboring of the readily accept- 
able. 

With the above hypothesis as the connecting thread, succeeding chap- 
ters deal with the doctrines of Malthus and his critics; the theories of 
East, Pearl, and other post-war students; the life struggle of man; the 
biology of population growth; birth rates, death rates and migration; 
and the dysgenic trend. 

Probably because of working particularly on birth and death‘ rates 
recently, the reviewer is most critical of these chapters. The discussion 
of the effect of race and nativity on infant mortality rates on pages 
140-141 would be much more to the point if actual rates for native 
whites, foreign whites, and Negroes were used instead of rates for the 
total population of certain states. On page 144 it is stated that “adult 
death rates have declined fairly steadily since the Middle Ages—but un- 
til very recent times the decline has been tediously slow.” This gives a 
general impression quite in conflict with the evidence presented by For- 
syth, Sydenstricker, and others of a rising death rate or decreasing ex- 
pectation of life in several adult age periods during recent years. In 
connection with the discussion of the death rates of native and foreign- 
born whites on page 148, where the crude death rates of Maine and 
Vermont are used to show the bad mortality status of colonial stock, it 
should be pointed out that age composition is a most important factor. 
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“Mortality statistics” for 1921 and later show that although these the f 
states have about the highest crude death rates, their standardized cared 
death rates rank average or below. Fecundity, fertility, and birth rates exists 
are carefully defined on page 123; Pearl is taken to task for a loose both 
use of these terms on page 68; yet on page 166 the author uses fer. asi 
tility and fecundity synonymously in violation of his own definition, Op me d 
page 170 the author writes of “the recent accentuated decline” in the forty 
birth rate—*in America it began early in the present century; in France alien 
during the decade following 1860,” etc. But an examination of Willcox’; i 
computation of the ratio of children to women since 1800 shows that ap 
the relative decline in the ratio during 1820-1850 equaled or slightly — 
exceeded that during 1900-1930. Evidently the author is dating the to tl 
movement at least 80 years too late. On page 171 the United States actu 
birth rate in 1929 is given as 21.5. Since the rate based on recorded char 
births is 18.8, the reviewer believes that the allowance for non-regis- ae 
tered births is much too large. his 
The exceptions just raised to specific points do not upset the main app 
hypothesis. The bulk of the book consists of an accurate and well pre- offic 
sented discussion of the several topics, with supporting references to the 

works of many writers. There is a 14-page list of materials used. Davin 
P. K. Wuevprton 

Miami University Ris 
NEW BOOKS Alb 
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Buiecen, T. C. Norwegian migration to America, 1825-1860. (Northfield: 
Norwegian-American Hist. Assoc. 1931. Pp. xi, 418. $3.50.) 

Crark, J. P. Deportation of aliens from the United States to Europe. Stud. 
in hist., econ., and pub. law, no. 351. (New York: Columbia Univ. Press. 


25. 


Pre 

1931. Pp. 524. $5.) inl 
This book is a first-hand study of immigration laws, legal decisions and lt 

a number of deportation cases. The Bureau of Immigration codperated as 


heartily in the plan and its officials proved very helpful to the writer in her 
investigation. The report is based on 612 cases. 

It appears that the enforcement of the deportation laws has become 
increasingly stricter and that in 1930 more than 16,000 persons were de- 
ported, or from four to five times the yearly deportations immediately after 
the war. This increase is apparently due to a new attitude toward the 
subject. Furthermore Congress seems somewhat insistent in the same 
direction. 

The writer studied deportations ordered on the following grounds: lia- 
bility of becoming a public charge; actual public charge; crime involving 
moral turpitude; radicalism; prostitution, and illegal entries. It appears 
that the first ground is often used to hold persons considered undesirable 
and has become a handy catch-all for cases perhaps not otherwise de- 
portable. In bringing about deportations, New York has made liberal use 
of the clause charging the alien with “constitutional psychopathic in- 
feriority at the time of entry.” Possibly this attitude is accentuated by 
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the fact that the federal government is less prompt in deporting cases 
ed cared for by the state than those held at federal expense. Confusion also 
exists in respect to the application of the term “moral turpitude”; and 


4 both the states and the federal government pardon criminals in order to 
prevent their deportation. The subsidence of the hysteria engendered dur- 
- ing the war has lessened the efforts to become rid of the radicals, while 
In the detail of the law has made conviction in many cases impossible. About 
he forty per cent of all deportations are due to illegal entry. Many of these 
ce aliens are apparently desirable immigrants. 
6 The administration of the law is criticized. For example, “a procedure 
where anonymous reports are received, where complete information against 
at a person may be obtained from him and others before his right to counsel is 
ly made known to him, where the hearing is held in secret and where appeal 
he to the courts is so rigidly restricted as in deportation cases, savors in 
es actual practice of lack of due process of law.” The author favors radical 
od changes in the deportation laws, and maintains that our present practice 
: does not really solve any problems. 
ol The book contains a large number of well-presented case histories 
which throw much light on the administrative methods employed. The 
in appendix consists of a complete statement, including testimony, letters, 
e- oficial orders, and other material relating to one of the deportation cases. 
Grorce B. Mancotp 
Davin, A. A. and Fursr, M. B. Marriage and birth control. (London: Nisbet. 
1931. Pp. 46.) 
“Two opinions of Resolution 15 of the Lambeth conference: one, by the 
Bishop of Liverpool, supporting it; and the other, by the Bishop of St. 
Albans, against it.” 
Encerton, W. F. Notes on Egyptian marriage, chiefly in the Ptolemaic 
I: period. (Chicago: Oriental Institute of the Univ. of Chicago. 1931. Pp. 
25.) 
i Euorer, E. R. Brown America: the story of a new race. (New York: Viking 
» Press. 1931. Pp. vi, 311. $2.50.) 
4 Lewis, E. E. The mobility of the negro: a study in the American labor sup- 


ply. (New York: Columbia Univ. Press. 1931. Pp. 144. $2.25.) 

Moore, E, R. The case against birth control. (New York: Century. 1931. 

Pp. 821. $2.50.) 

Nerr, L. W. Race relations at close range: watching the negro problem set- 

4 tle itself. (Emory University, Ga.: Banner Press. 1931. Pp. 35. 60c.) 

4 Tuompson, W. S. Ratio of children to women, 1930: a study in the differen- 
tial rate of natural increase in the United States. Census monog. XI. 
(Washington: Supt. Docs. 1931. Pp. ix, 242. $1.50.) 

Population: number and distribution of inhabitants. 15th census of U.S., 
1930, vol. I. (Washington: Supt. Docs. 1931. Pp. iv, 1268. $2.) 

The stillbirth problem in the United States. Treasury Dept. Public Health 


: reprint 1445. (Washington: Supt. Docs. 1931. Pp. 8. 5c.) 
le 
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le NEW BOOKS 


Asnorr, E. Social welfare and professional education. (Chicago: Univ. of 
Chicago Press. 1931. Pp. xi, 177. $2.) 
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Bercaw, L. O., compiler. Rural standards of living: a selected bibliography 
U.S. Dept. of Agric., mise. pub. no. 116. (Washington: Supt. Does. 193}. 
Pp. 84. 15c.) j 

Berne, E. V. C. An experimental investigation of social behavior patterns in 
young children. A thesis. (lowa City: Univ. of Iowa. 1931. Pp. 93.) 

Canty, G. F. Prohibition: a way out. (New York: Author, 519 W. 45th St. 
1931. Pp. 52. 50c. 

Case, C. M. Social process and human progress. (New York: Harcourt 
Brace. 1931. Pp. 336. $2.25.) 

CautriEtp, E. The infant welfare movement in the eighteenth century. (New 
York: P. B. Hoeber. 1931. Pp. 224. $2.) 

Cuase, S. Out of the depression—and after: a prophecy. Pamph. no. 2, 
(New York: John Day. 1931. Pp. 27. 25c.) 

Doverass, E. L. Prohibition and common sense. (New York: Alcohol In- 
formation Committee. 1931. Pp. ix, 310.) 

Epmonson, J. B. and Donpineau, A. Citizenship and occupations through 
problems. (New York: Macmillan. 1931. Pp. 775. $1.80.) 

Exy, R. T. Hard times—the way in and the way out, with a special con- 
sideration of the “seen and the unseen.” (New York: Macmillan. 193}, 
Pp. x, 198. $1.75. 

Feitpman, H. Racial factors in American industry. (New York: Harper. 
1931. Pp. xiv, 318. $4.) 

The Inquiry, a national organization for the promotion of codperative 
investigations into the problems of human relations, has published another 
of the studies “intended to promote effective social education, especially 
in dealing with conflicts between persons and groups of different race, 
religion, class, or nationality.”’ Part I of this study summarizes the more 
objective facts with respect to racial discrimination in employment rela- 
tionships; while in Part II the diagnosis of the author and his associates 
is presented and a program of action for educational authorities, religious 
organizations, semi-public and social agencies, labor groups, and the gov- 
ernment is suggested. 

The function of The Inquiry is that of analyzing maladjustments be- 
tween groups and of influencing public opinion, rather than of carrying 
on independent research; and no claim is made that the bulk of the factual 
material in the present volume consists of new information. But facts al- 
ready available through the efforts of others have been brought together in 
convenient compass and given, in some instances, a fresh interpretation; 
supplementary new material gathered at first hand by members of the 
staff has been added; and the work as a whole is characterized by a clarity 
of style that should make more effective its appeal to those elements of the 
community it seeks chiefly to reach. For the most part the use of quanti- 
tative material has been minimized, and emphasis has been determined 
more by the severity of the hardships which the adjustment of the various 
racial groups involves than by their numerical importance. Comparatively 
little is said about the legal protection that might be extended to minority 
racial groups in industry through statutory enactment and judicial in- 
terpretation. 

Convinced that “the problem is one of reducing friction which is due 
to outworn beliefs and has no justifiable basis in reality,” and that race 
consciousness is born of the collective consciousness of the social unit 
rather than being an “instinct” arising from individual consciousness, the 
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suthor turns in Part II to the agencies available to codperate in reducing 
race prejudice and the methods for dealing with community spirit and tra- 
ditions. The chapters on industrial policies and the application of manage- 
ment technique to racial problems deal with a field of activity toward 
which the majority of American corporations still manifest an attitude of 
indifference. The failure of firms to issue definite affirmations of policy on 
the question of racial discrimination within their plants and the notorious 
lack of knowledge, even on the part of executive staffs, of just what these 
policies are may make one a trifle pessimistic about immediate realization 
of the program Professor Feldman sketches; but the sketching of it should, 
nevertheless, help in approaching tentative solutions of a problem that 
cannot always be ignored by those who have been reluctant to grapple 
with it in the past. 
Royat E. Montcomery 


Feysercer, H. E. The abolition of poverty. (New York: Advance Pub. Co. 
1931. Pp. 152. $1.50.) 

Hitter, E. T., and others. Rural community types. Stud. in soc. sci., vol. 
svi, no. 4. (Urbana: Univ. of Illinois. 1931. Pp. 134. $1.) 

Honson, J. A. Towards social equality. Hobhouse Memorial Trust lecture. 
(New York: Oxford. 1931. Pp. 34. 70c.) 

Linnguist, R. The family in the present social order: a study of needs of 
American families. (Chapel Hill: Univ. of North Carolina Press. 1931. 
Pp. 254. $2.50.) 

Livrietp, H. S. The communal organization of the Jews in the United 
States, 1927. (New York: American Jewish Committee. 1930. Pp. xiii, 
191. 

be A. M. The right to work, or, How to stabilize industry and em- 
ployment. (Boston: Badger. 1931. Pp. 154. $2.) 

Lyon, L. S. Education for business. 3rd ed. (Chicago: Univ. of Chicago 
Press. 1981. Pp. xvi, 586.) 

McCuttoven, E. How to spend your money. (New York: Cape & Smith. 
1931. Pp. 183. $2.) 

Maclver, R. M. The contribution of sociology to social work. (New York: 
N. Y. School of Social Work. 1931. Pp. viii, 110. $2.) 

Parrerson, E. M., editor. Elements of an American foreign policy. Annals, 
vol. 156. (Philadelphia: American Academy of Political and Social Sci- 
ence, 1931. Pp. 187.) 

Contains papers on “Economic Germany and the United States today,” 
by Professor James W. Angell; four papers on the immigration policy; 
and four papers on a modern tariff policy, by Sir George Paish, H. Parker 
Willis, Professor Henri Hauser and A. Mertens. 

Parrerson, S. H., and Scnoiz, K. W. H. Economic problems of modern 
life. 2nd ed., rev. and enl. (New York: McGraw-Hill. 1931. Pp. xviii, 
695. $3.75.) 

The first edition of this book, published in 1927, was reviewed in the 
American Economic Review for March, 1928, p. 85. In the present re- 
vision, the authors state that they have worked over the entire material 
and added a new section on “Land problems.” 

Reece, H. O. An introduction to problems of American culture. (Boston: 
Ginn. 1931. Pp. 632. $1.96.) 
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et E. Social work administration. (New York: Harper. 1981, Pp. 487 

3.) 

Wuorinen, J. H. The prohibition experiment in Finland. (New York: 
Columbia Univ. Press. 1931. Pp. x, 251. $3.50.) 

Yana, S. and Tao, L. K. A study of the standard of living of working fami- 
lies in Shanghai. (Peiping: Institute of Social Research. 1981, Pp. 86. 
Ivi.) 

Youna, K., editor. Social attitudes. (New York: Holt. 1931. Pp. xii, 382.) 

Canadian Political Science Association: papers and proceedings of the an- 
nual meeting. Vol. III. (Ottawa: Canadian Pol. Sci. Assoc. 1931. Pp. 
267.) 

Contains papers and abstracts of discussions presented at the meeting 
held in May, 1931. Among the subjects discussed were unemployment, 
business forecasting, Canadian agriculture, gold and the decline of prices, 
revision of taxation powers, and transportation. 

Child welfare: a bibliography. (New York: Russell Sage Foundation, 1931. 
Pp. 5. 10c.) 

The home and the child: housing, furnishing, management, income, clothing. 
(New York: Century. 1930. Pp. xvii, 165. $2.) 

“The report of one of the sub-committees of the White House confer- 
ence on child health and protection. A study of home management in its 
relation to the health, growth and welfare of the family especially the 
child. It includes a consideration of housing with reference to new dwell- 
ings, improvements and changes to affect health, aesthetic and physical 
factors; furnishings and their adaptability to the needs of children; cloth- 
ing—its aesthetic influence and its effect upon the health and activities of 
children; the various aspects of home management, with a study of in- 
comes; the educational value of earning and spending; and the use of 
time and energy in the interest of child life.” 

Housing policy in Europe: cheap home building. Stud. and rep., ser. G 


(housing and welfare), no. 8. (Geneva: International Labour Office. Bos- 7 


ton: World Peace Foundation. 1930. Pp. xii, 378. $1.25.) 

The public relations of the motion picture industry: a report. (New York: 
Federal Council of the Churches of Christ in America. 1981. Pp. 155. 
50c.) 

Report of the State Board of Housing to Governor Franklin D. Roosevelt 
and to the Legislature of the State of New York. Legislative doc. no. 84. 
(Albany: State House. 1931. Pp. 72.) 


Insurance and Pensions 


NEW BOOKS 

Bureee, C. W. A century in Hartford: being the history of the Hartford 
County Mutual Fire Insurance Company. (Hartford: Hartford County 
Mutual Fire Insur. Co. 1931. Pp. 374.) 

Crosaven, C. J. Handbook of insurance. (New York: Prentice-Hall. 19381. 
Pp. 1413. $10.) 

Gow, W. Marine insurance. 5th rev. ed. (New York: Macmillan. 1931. Pp. 
xxviii, 484.) 

Rorur, B. Grundlegung zu einer sozialékonomischen Theorie der Versich- 
erung. (Jena: Fischer. 1931. Pp. 149. Rmk. 7.) 
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spares, T. G. and Rasrnovitcu, G. S. Unemployment insurance in Switzer- 
lend: the Ghent system nationalized with compulsory features. (New 
York: Industrial Relations Counselors. 1931. Pp. xii, 276. $3.) 

Cyclopedia of insurance in the United States. 41st annual ed. (New York: 
The Index Publishing Company. 1931. Pp. 1068.) 

This covers fire, marine, life, casualty and surety and miscellaneous 
forms of insurance. In addition to legal decisions and statistical data, there 
are nearly 800 pages devoted to biographical sketches. 

Elements of industrial pension plans. (New York: National Industrial Con- 
ference Board. 1981. Pp. 57. $1.) 

National Board of Fire Underwriters: proceedings of the sixty-fifth annual 
meeting, May, 1981. (New York: National Board of Fire Underwriters. 
1931. Pp. 164.) 


Pauperism, Charities, and Relief Measures 


NEW BOOKS 


Rusinow, I. M., editor. The care of the aged: proceedings of the Deutsch 
Foundation Conference, 1930. Soc. serv. monog. no. 14. (Chicago: Univ. of 
Chicago Press. 1931. Pp. xiii, 144. $2.) 

Old age security. Report of the New York State Commission. Legis. doc. no. 
67. (Albany: State House. 1930. Pp. 692.) 

This exhaustive report served as the basis on which the state of New 
York passed its old age assistance, or old age pension law. The extent of 
poverty among the aged is estimated from the results obtained by studying 
several sample areas. Private pension systems are studied and the 
relevancy of savings and insurance considered. The Commission briefly 
reviews the old age pension laws of other states and gives one chapter to 
the experience of foreign countries. It also epitomizes the conclusions 
presented by the various state commissions reporting on the subject dur- 
ing the last twenty years. 

Part II deals largely with the methods of relief operating throughout 
the state. It describes the work of the private agencies, of the almshouses 

and of outdoor relief. It recommends larger powers for the state depart- 

ment of social welfare and greater control over the private welfare 
agencies. It concludes that the problems of old age dependency are simi- 
lar to the problems of poverty in general. Some of the material such as 
the review of cost of living studies, the summary of employment and wages 
and the outline of private social service in the state, while very valuable, 
contains much matter that is rather remotely connected with the problem 
of old age dependency. The report is a valuable reference book as well as 

a study of old age dependency. 

Grorce B. Mancoip 
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NEW BOOKS 


W. Staatssozialismus and Stédndestaat: ihre grundlegenden 


Ideologien und die jiingste Wirklichkeit in Russland und Italien. (Jena: 
Fischer. 1931. Pp. viii, 227. Rmk. 11.50.) 
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Kuun, H. and Jounson, O. M. Socialist labor party. (New York: N, y 
Labor News Co. 1931. Pp. 128. 50c.) : 

Lenin, V. I. What is to be done? Burning questions of our movement. (New 
York: International Pubs. 1931. Pp. 175. $3.50.) 

Noyes, G. W., editor. John Humphrey Noyes, the Putne 
(Oneida: Editor. 1931. Pp. xii, 393.) 

Russett, B. A. W. Proposed roads to freedom: socialism, anarchism and 
syndicalism. (New York: Blue Ribbon Books. Pp. 236. $1.) 

Suaw, G. B. The intelligent woman’s guide to socialism and capitalish, 
(Garden City, N.Y.: Garden City Pub. Co. Pp. 541. $1.) 

Wippis, A. Communism: the first law of nature. (Long Beach, Calif.: Autho 
455 E. Ocean Ave. 1931. Pp. 70. $1.) 

Witcox, D. F. The administration of municipally owned utilities. (New 
York: Municipal Admin. Service, 261 Broadway. 1931. Pp. 80. 50c.) 


community, 


Statistics and Its Methods 
Business Forecasting. By Lewis H. Haney. (Boston: Ginn. 1981. Pp. 
xiv, 8378. $3.40.) 

In Dr. Haney’s book we have fresh evidence that the study of busi- 
ness forecasting is making progress and that the subject is beginning 
to develop a distinct scientific method and a body of practically ap- 
plicable principles. Most of the volume can be considered the results of 
work carried on by the author as director of the Bureau of Business Re- 
search of New York University. 

In the introductory chapters there is a compact discussion of the 
simpler aspects of economic normality, statistical method, and the more 
familiar series representing various business processes. This leads to 
several chapters on the business cycle, in which causal factors are tersely 
summarized. Emphasis is placed on the forces of human nature, price 
momentum, errors of judgment, invention, credit, and over-expansion of 
plant in generating maladjustments, which in Haney’s opinion are the 
outstanding features of cyclical disturbances. The phenomena charac- 
teristic of boom peaks and depression troughs are pointed out in terms 
of specific indices. In approaching the problem of forecasting cyclical 
movements, the reader is wisely cautioned against purely mechanical 
sequences and mathematical projections. His attention is directed to the 
significant relationships among various economic factors capable of 
measurement and to the problem of knowing accurately the position in 
the cycle where current business finds itself. 


The chapters on forecasting general business are followed by a presen- 
tation of methods suitable for special cases, such as individual indus- 
tries, illustrated by iron and steel, sugar, copper, textiles; also for in- 
terest rates, building, and automobile output. The concluding chapters 
deal with forecasting the major and intermediate movements in the 
stock market. 
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Dr. Haney is skeptical of any single factor which can be relied upon 
to forecast business cycles. The problem calls for discriminating analysis 
of adjustment and maladjustment among the numerous critical forces 
which operate in the intricate mechanism we call business. In analyzing 
these forces little attention is given to their international ramifications, 
nor does the réle of agriculture appear in Haney’s mind to have more 
than incidental importance, although farm buying-power is often men- 
tioned. The business processes which form the subject of his discussion 
are those of the United States, and all illustrations are domestic. One 
might wonder how long it will be possible to find all of the factors of 
importance in locating our cyclical position, or the next major turning- 
point, within the confines of our own borders. Certainly foreign influ- 
ences—financial, commercial, and agricultural—are rapidly forcing 
their way into our affairs and influencing their future course. 

In his discussion of statistical method Haney points out the short- 
comings and pitfalls of traditional methods of fitting lines of trend. In 
various parts of his book, however, he permits the argument to rest 
heavily upon the accuracy of “deviations from normal,” where the nor- 
mal is arrived at by least-squares methods. In attempting at one point 
to suggest an alternative method of ascertaining the “normal trend” 
line, Haney arouses our curiosity without satisfying it by saying 
(p. 61) that his trend line for industrial production “is so drawn 
that price declines (Bradstreet’s index) mostly occur when production 
is above it.” This needs further elucidation. 

Dr. Haney parts company with one cherished myth in the subject of 
business forecasting: That cheap money always brings recovery and 
dear money, recession. He points out that at the top of a boom the in- 
ternal momentum of speculation and security distribution can prolong 
the rising tide for many months after money rates have become criti- 
cally high. Even more important is his contention, amply confirmed in 
the present depression, that cheap money may for a long time indicate 
widespread prostration and the persistence of unliquidated conditions in 
financial operations not directly responsive to metropolitan short-term 
money rates. Money and credit conditions are in his opinion primarily 
resultants of the business complex, rather than motivating factors. The 
motivating factors are numerous and not always the same. 

In introducing the first comprehensive discussion he has ever given 
of his P/V line (which in spite of his general catholicity Haney never- 
theless pushes to the fore on numerous occasions either as a forecaster 
or an indicator of position), Dr. Haney forces his reader through a 
prolonged explanation of demand and supply and their varying rela- 
tionships. In the opinion of the reviewer this chapter might have been 
condensed or even omitted, since it has the net result of leaving the 
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author tangled, as many another economist has been, in the snares of 
demand and supply schedules. While the ratio of average prices to 
production volume is a useful device as a sensitive indicator of malad- 
justment, it does not a priori provide a dependable all-round forecast- 
ing instrument. It rests on the assumption that commodity prices are al- 
ways sensitive in preceding the broad movements of production both 
on the up-swings and down-swings of the cycle. This, however, seems 
imperfectly established. In the graphs of the ratio submitted by Dr. 
Haney it appears that there is no way of telling definitely from his P/V 
ratio what the relative intensity of an existing or impending phase of 
conditions may be. Nor does the P/V line precede significant changes by 
any determinate or consistent interval. The most serious criticism is that 
the reader is not shown the ratio (which could easily be worked out for 
a long period of time) prior to 1921, although data for it are given 
in his Appendix back to 1919. If the line is valid, it should be traced 
back a long way and its relation to important series such as business 
activity, commodity prices, and financial factors, clearly set forth. 
There has been not a little tendency to rest conclusions as to sup- 
posed sensitive barometers of cyclical turns or position upon data cover- 
ing a relatively short period of time. This is of course unavoidable if a 
formula or method must be restricted to data which first became avail- 
able after the war. But wherever possible, in developing the thesis that 
business cycles are capable of rational current interpretation, there 
should certainly be an effort to carry back basic principles to remoter 
periods than 1919. There have been but two major depressions since 
1919; but earlier major depressions and the preceding booms have much 
to tell us. If Dr. Haney drew important conclusions from this earlier 
history his readers should be privileged to share his findings and see 
for themselves the degree of verification which might be established by 
reference to the remoter past. Yet it is curious that of all his graphic 
exhibits only four include years prior to 1919; eight begin with 1919; 
nineteen with 1921; six with 1922; and three later than 1922. This 
cannot be considered thorough demonstration, such as skeptical busi- 
ness men and public officials demand today of quantitative economics. 
If the correct method of reaching accurate conclusions regarding 
the future course of business or prices is to be found in discriminating 
analysis of various critical relationships, it is essential to make each of 
these individual analyses as clear-cut as possible. There must be a defi- 
nite conclusion of quantitative degree and probable timing interval for 
each important factor, and there must be a rational and tested basis for 
later combining these results into a balanced whole. A systematic pro- 
cedure for attaining this objective cannot be said to have been offered 
in this volume. Dr. Haney would have made a clearer presentation and 
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, more striking contribution if he had shown how the various, really ba- 
ic factors could be severally subjecte dto precise quantitative appraisal, 
and these appraisals in turn combined, if desired, into a well-propor- 
tioned aggregate. There appears in many places a tendency to be con- 
tent with rough approximations and to deduce far more potency from 
the data than the charted illustration confirms. For example, it is 
daimed that issues of real estate bonds tend to precede the building 
cycle. The chart fails to confirm this contention. It is claimed that “the 
stock market misleads only when inflation arises in the basis of discount- 
ing the future.” But how measure this? There is in many other details 
a disposition to magnify the importance of minor fluctuations, whereas 
the great cycles are after all the significant problem. There is also an 
excessive concern over factors which “usually” or “generally” or “fre- 
quently” give a hint of the future; but anyone who has had one of 
these “frequent” forecasting elements fail him once too often has little 
patience with such material. 

In his discussion of the stock market and the peculiar problems of 
its prognostication, Dr. Haney has several interesting and valuable 
chapters. Much of the material is familiar to security analysts and ex- 
perienced investors, but the interpretation of these familiar principles is 
well done. The author distinguishes the forces affecting the trend of the 
stock market which are associated with the so-called “fundamentals”— 
earning power, interest rates—from those which develop out of manip- 
ulation or sheer speculative momentum, and which appear at the ex- 
treme tops and bottoms of major swings. Here again, however, the 
reader may be conscious of a lack of definite indications for determining 
just where within a period of ten to fifteen months the really critical 
time has come. To indicate that there is froth at the top of a bull mar- 
ket, after interest rates and bond prices shout danger, does not answer 
the question of the puzzled investor who sees the familiar signals passed 
for one, two, five, perhaps ten months, and finally decides the signals 
are no longer valid and goes back into the market, perhaps two weeks 
from the final prak. 

Taken altogether, Dr. Haney has produced a work which, with all 
the defects to be expected in a new and difficult field of exploration, does 
provide a framework, which, as further light is thrown on the subject 
and precision given to details still in the rough, will undoubtedly serve 
well to dispel skepticism and create confidence in the sane analytical ap- 
proach to economic stabilization. 

Norman J. SILBERLING 

Silberling Research Corporation, 

San Francisco, California 
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NEW BOOKS 

Camp, B. H. The mathematical part of elementary statistics: a textbook for 
college students. (Boston: Heath. 1931. Pp. 480. $3.60.) 

Curtis, C. A. Statistical contributions to Canadian economic history. Vol, | 
Statistics of banking. (Toronto: Macmillan. 1931. Pp. xii, 93. $10.) 

Mircuety, H. and Taytor, K. W. Statistical contributions to Canadian eco- 
nomic history. Vol. II. Statistics of foreign trade. (Toronto: Macmillan 
1931. Pp. 93. $10.) 

Tittman, C. How ft 
Pp. 245. $5.) 

Bulletin de l'Institut International de Statistique. Tome XXV, livr. 8. (La 
Haye: Inst. Internat. de Stat. 1931. Pp. viii, 887.) 

Contains the reports and communications presented at the nineteenth 

session of the Institute, held at Tokio in 1930. 


, forecast a bull market. (Boston: Economic Pubs, 199}. 
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DOCUMENTS, REPORTS, AND LEGISLATION 


Industries and Commerce 


In the series of Trade Information Bulletins published by the Department 
of Commerce have appeared: No. 763, Leather Industry and Trade of France, 
by Walter Hertz (pp. 55, 10c.) ; No. 764, Present Status of the British Coal 
Industry, by J. H. Bruins (pp. 19, 10c.) ; No. 765, Portuguese Taxation, Cor- 
porations, and Negotiable Instruments, by R. C. Long and F. E. Huhlein 
(pp. 28, 10c.) ; No. 766, The Market for Oils and Fats in Cuba and the Cuban 
Vegetable Oil Industry, by H. B. Quarton (pp. 20, 10c.); No. 767, A New 
Estimate of American Investments Abroad, by P. D. Dickens (pp. 28, 10c.) ; 
No. 768, Coal Industry and Trade of the Netherlands, by E. W. Nabel (pp. 
93, 10c.); No. 769, Boot and Shoe Industry of Southern Australia, by J. C. 
Hudson (pp. 33, 10c.) ; No. 770, British Leather Goods Industries and Trade, 
by L. T. Portch (pp. 24, 10c.); No. 771, Broadcast Advertising in Latin 
America, compiled by E. D. Schutrumpf (pp. 29, 10c.); No. 772, Power- 
Using Industries of Italy, by A. A. Osborne (pp. 21, 10c.) ; No. 773, Economic 
and Financial Conditions in Ecuador, by C. H. Cunningham (pp. 40, 10c.) ; 
No. 774, The Chemical Industry and Trade of Sweden, by W. T. Daugherty 
(pp. 29, 10c.); No. 775, Financial Developments in Latin America during 
1930, by E. W. Chevreaux (pp. 54, 10c.). 


In the Trade Promotion Series have appeared: No. 123, Credit and Pay- 
ment Terms in Foreign Countries (pp. 103, 20c.); No. 124, United States 
Trade with Latin America in 1930, compiled by H. S. Giusta (pp. 88, 20c.). 


The Department of Commerce has printed in mimeographed sheets a list of 
publications on domestic trade with directions for obtaining these reports 
(Washington). 


A statement of Dr. Julius A. Parmelee in the case before the Interstate 
Commerce Commission relating to an increase in rates is available in mimeo- 
graphed form, dealing more particularly with the possible competition of 
motor trucks with railroads (Washington, Bureau of Railway Economics, 
pp. 10). 


The United States Tariff Commission has issued the following reports on 
differences in costs of production: No. 20, Pipe Organs and Parts thereof 
(pp. 12, 5e.); No. 21, Cheese, except of American or Cheddar and Swiss or 
Emmenthaler Types (pp. 18, 5c.); No. 22, Olive Oil (pp. 20, 10c.); No. 28, 
Iron in Pigs and Iron Kentledge (pp. 19, 10c.) ; No. 24, Hides and Skins of 
Cattle of the Bovine Species (pp. 2, 5c.) ; No. 25, Dried Egg Products (pp. 17, 
be.) ; No. 26, Hemp Cordage (pp. 12, 5c.) ; No. 27, Bells, Chimes and Carillons 
(pp. 18, 5c.) ; No. 28, Bent-Wood Furniture and Parts thereof (pp. 12, 5c.). 


The federal Department of Agriculture in Statistical Bulletin No. 84 (Oc- 
tober, 1931) treats of Corn Futures: Volume of Trading, Open Commitments 
and Prices from January 3, 1921, to December 31, 1929. This was prepared 
by the Grain Futures Administration (Washington, pp. 202, 35c.). 


The Grain Futures Administration of the federal Department of Agriculture 
has also issued a summary of Spot Prices, Wheat and Corn, 1879-1930, show- 
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800 Documents, Reports, and Legislation [December 


ing the monthly high and low prices. This publication consists of a chart with 
explanatory notes. 


Labor 


The federal Bureau of Labor Statistics has issued the following bulletins: 
No. 536, Proceedings of the Seventeenth Annual Meeting of the International 
Association of Industrial Accident Boards and Commissions held at Wil- 
mington, Delaware, September 22-26, 1980 (April, 1981, PP. 358, 50c.}, 

No. 539, Wages and Hours of Labor in Cotton-Goods Manufacturing, 1910 
to 1930 (June, 1931, pp. 44, 10c.). 


The Women’s Bureau of the federal Department of Labor has issued a 
small pamphlet entitled 7omen’s Place in Industry in 10 Southern States, by 
Mary Anderson (Washington, pp. 14, 5c.). 


The National Child Labor Committee has issued in mimeographed form a 
bulletin on Child Labor Legislation, 1931, prepared by Miriam Keeler (New 
York, 331 Fourth Ave.). 


The New York State Department of Labor has issued bulletins on Labor 
Law and Pertinent Provisions of the State Departments: Law, Penal Law, 
Education Law, General Business Law and Domestic Relations Law, with 
Amendments to July 1, 1931 (Albany, pp. 176); Workmen’s Compensation 
Law and Industrial Board Rules, with Amendments to September 1, 1931 
(Albany, pp. 183); Special Bulletin No. 168, The Social Aspects of the Ad- 
ministration of the Double Compensation Law in New York State (Albany, 
pp. 114); Specia] Bulletin No. 169, New York Labor Laws Enacted in 1931 
(Albany, pp. 42) ; Special Bulletin No. 170, Cost of Compensation, Two Years 
Ended June 80, 1980 (Albany, pp. 129). 


The following annual reports have been received: 
First Biennial Report of the Department of Industrial Relations of the 
State of California, 1927-1930 (Sacramento, pp. 204). 
Annual Report of the Department of Labor and Industries of the Common- 
wealth of Massachusetts for the Year Ending November 80, 1930 (Boston, pp. 
152). 


UNEMPLOYMENT INSURANCE IN GREAT BriTAIN: 


In a recent investigation in the summer, Miss Frances Perkins, industrial 
commissioner of the State of New York, observed the administration of 


unemployment insurance in Great Britain. The results are summarized in a h 

letter to Governor Franklin D. Roosevelt under date of October 28, 1931. The ” 

facts that she presents give a clear statement of the workings of this form of . 

insurance. Her conclusions are quoted in part as follows: ; 
“The English people understand their problem of unemployment and can : 

analyze its component parts, assigning its economic causes and finding the 

basis for remedies, as we here in America cannot do at the present time. The . 


most conspicuous blunders of the British system have been those extensions 
of the system which political influences insisted upon, without the collection 
of the premiums which could have balanced the payments. Political minds 
which operated in Parliament during this period have apparently not had 
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courage enough to insist upon the payment of the enormous premiums which 
would have been necessary, if the enormous added benefits were to have been 
justified. I doubt if American minds would be capable of accepting the con- 
fysion of the business of insurance with the function of relief. 

“In any plan which may be set up here in New York, I wish to recommend 
to you very strongly that there be a sound actuarial principle, and that the 
benefits be strictly limited. As a further result of my observations I cannot 
recommend that any unemployment insurance plan in this state attempt to 
make for division of the benefit fund of contributions by industries. Some in- 
dustries show the hazard of unemployment much more regularly than others. 
Building trades and garment trades for instance, are seasonal. We have no 
reliable figures, however, upon which to base rates for various industries, nor 
is the technique of the prevention of unemployment well enough understood 
at the present time, nor sufficiently encouraged by our economic system, to 
make it either wise or just to insist upon each industry bearing alone the full 
cost of its unemployment. This is a social as well as an industrial problem, 
and the cost should be spread just as widely as possible. By this wide spread 
we get a sounder and more secure insurance plan. Third, any insurance plan 
should be drawn, I believe, with the great emergencies in mind, rather than 
with the more or less regular but brief periods of unemployment. If unemploy- 
ment benefits are paid for seasonal unemployment and for brief periods of 
unemployment between jobs, we can easily fritter away a large sum of col- 
lected premiums and perhaps encourage rather than discourage the continu- 
ance of the irregular character of some industries. The fund should be col- 
lected from fair but not excessive premiums, and should be so safeguarded 
that it will be adequate for the heavy drains of a widespread period of un- 
employment. For this reason I believe that it would be wise to require a long 
waiting period, certainly as long as a month, before benefits can be paid. 
This could serve the insurance fund for emergencies which no degree of fore- 
thought or thrift on the part of the individual worker could provide for. 

“Fourth, I recommend that the number of weeks of benefit be strictly limited 
and that the benefits bear a definite relationship to the amount of contribu- 
tions made or the premium paid. I recommend that the premiums should be 
paid wholly by the employer and that the cost be assessed as one of the in- 
dustrial hazards for which the industry itself must provide. There is a certain 
theoretical justice in having each employee contribute to the fund, but the 
practical difficulties of administering so complicated a scheme lead to great 
confusion and in this country, where there is at best such great difficulty in 
continuous identification of individual workers, it would, I think, be unduly 
complicated. The administration should be kept impersonal, and if the worker 
has made contribution to the fund, it introduces a highly personal element, 
in which individual ideas of justice are bound to clash. If in the experimental 
stages the plan should break down, or the fund be inadequate to pay the bene- 
fits, the state of mind of those who have made contribution will hardly bear 
describing.” 

It is further suggested that an experiment might be made by the establish- 
ment of an insurance authority modeled on the Port Authority of New York 
and New Jersey in order to avoid the complication of competition between 
industries in different states. 
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NOTES 


In accordance with the notice in the September issue, the forty-fourth an- 
nual meeting of the American Economic Assocration will be held in Wash. 
ington, December 28-30, with headquarters at Hotel Washington. The pre- 
liminary program has been arranged as follows: 


Monday, December 28 


10:00 a.m. Rounp Tasie CONFERENCES 
1. Economic History (Joint meeting with the Business Historical So- 
ciety )—chairman, E. L. Bogart, University of Illinois 


General Topic: Private Enterprise in Economic History 

Discussion: N. S. B. Gras, Harvard University, “Rise of the Busi- 
ness Man”; William Jaffé, Northwestern University, “Exchange of 
Goods and Services as a Key to Modern Economic History”; 
Edwin F. Gay, Harvard University, “Effect of Competition on 
Forms of Industry”; I. Lippincott, Washington University, “Ef- 
fect of Substitute Industries and Services on the Development of 
the Competitive System”; Carter Goodrich, Columbia University, 
“Treatment of the Individual Worker in Economic History”; Ar- 
thur B. Adams, University of Oklahoma, and Thomas P. Martin, 
Library of Congress, “Materials for Research in Economics” 

2. Economic Theory (Joint meeting with the American Association for 
Labor Legislation)—chairman, N. A. Weston, University of II- 
linois 

General Topic: Shorter Working Time and Unemployment 

Papers: T. N. Carver, Harvard University, “The Theory of the 
Shortened Working Day or Week”; S. M. Levin, College of the 
City of Detroit, “The Ford Unemployment Policy” 

Discussion: J. P. Frey, American Federation of Labor; E. H. John- 
son, Emory University; Anne Bezanson, University of Pennsyl- 
vania; T. R. Snavely, University of Virginia; B. M. Squires, Chair- 
man Board of Arbitration, Men’s Clothing Industry, Chicago 

8. Quantitative Economics (Joint meeting with the Econometric So 

ciety )—-chairman, Irving Fisher, Yale University 

Papers: J. H. Rogers, Yale University, “The Absorption of Credit 
by Buying’; M. C. Rorty, International Telephone and Telegraph 
Corporation, New York City, “Quantitative Factors in the Dis- 
tribution of the Value Product of Industry”; M. Ezekiel, Federal 
Farm Board, “The Relationship between Price Analysis Studies 
of Mathematical Economics” 

2:30 p.m. First Session (Joint session with the American Statistical As- 
sociation and the American Association for Labor Legislation)— 
presiding officer, J. H. Willits, University of Pennsylvania 

General Topic: Technological Change as a Factor in Unemployment 

Papers: A. H. Hansen, University of Minnesota, “The Theory of 
Technological Progress and the Dislocation of Employment”; 
Harry Jerome, University of Wisconsin, “The Measurement of 
Productivity Changes and the Displacement of Labor” ; Sumner H. 
Slichter, Harvard University, “Lines of Action, Adaptation, and 
Control” 

Discussion: Ewan Clague, Community Council of Philadelphia; R. H. 
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Montgomery, Cornell University; Boris Stern, United States Bu- 
reau of Labor Statistics; A. G. Taylor, College of William and 
Mary 
5:00 p.M. Meeting of the Executive Committee 
3:00 p.m. Seconp Session 
General Topic: Economic Organization and the Control of Industry 
Papers: Henry I. Harriman, New England Power Company, Bos- 
ton, “Economic Planning”; R. G. Tugwell, Columbia University, 
“The Principle of Planning and the Institutions of Laissez Faire” 
Discussion: L. L. Lorwin, Brookings Institution; R. A. Flanders, 
Vice-President Lampson and Jones Company, Springfield, Ver- 
mont; J. G. Evans, University of North Carolina; W. L. Thorp, 
Amherst College 


Tuesday, December 29 


9:00 a.m. Business Meetine: Reports of Officers and Committees, etc. 
10:00 a.m. Rounp CoNFERENCES 

1. Institutional Economics—chairman, W. H. Kiekhofer, University of 

Wisconsin 

Discussion: J. M. Clark, Columbia University, “The Place of In- 
stitutional Thinking in the Science of Economics”; P. T. Homan, 
Cornell University, ““An Appraisal of the Accomplishments of In- 
stitutional Economics”; H. M. Fletcher, University of Pittsburgh, 
“Institutional Economics and Methodology”; F. H. Knight, Chi- 
cago University, “The Institutional Theory of Value and Dis- 
tribution”; M. Wasserman, University of Illinoic, “The Réle of 
Personality in Institutional Theory” 

2. Marketing (Joint meeting with the National Association of Teachers 
of Marketing and Advertising )—chairman, E. D. McGarry, Uni- 
versity of Buffalo 

General Topic: Elasticity of Demand as a Useful Marketing Con- 
cept 

Papers: R. S. Vaile, University of Minnesota, “Elasticity of Demand 
for Industrial Goods” ; N. H. Borden, Harvard University, “Elas- 
ticity of Demand for Consumers’ Goods’’; J. E. Boyle, Cornell 
University, “Elasticity of Demand for Farm Products” 

3. Insurance (Joint meeting with the American Statistical Association) 

—chairman, S. S. Huebner, University of Pennsylvania 
General Topic: Investments of Life Insurance Companies 
Papers: R. Riegel, University of Buffalo, “Investments during the 
Depression of 1930-31"; S. H. Nerlove, University of Chicago, 
“Should Life Insurance Companies Be Permitted to Buy Common 
Stocks ?” 
Discussion: D. C. Rose, Scudder, Stevens and Clark, New York City; 
M. C. Rorty, International Telephone and Telegraph Corporation ; 
H. D. Corey, College of William and Mary; J. L. Mahoney, Uni- 
versity of Pittsburgh 
12:30 p.m. Luncnron Meetine (Social Science Abstracts) 
2:30 p.m. Trp Session (Joint session with the American Political Science 
Association )}—presiding officer, Felix Morley, Brookings Institu- 
tion 
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General Topic: Foreign Investments and National Policy of the 
United States, with Especial Reference to Latin America 

Papers: W. W. Cumberland, Wellington and Company, New Yor; 
City; Max Winkler, Bertron, Griscom and Company, New York 
Cit 

iacresieni V. S. Clark, Library of Congress; J. R. Mez, Univer- 
sity of Oregon; B. H. Williams, University of Pittsburgh; Law- 
rence Dennis, New York City 

8:00 p.m. Fourrn Session (Joint session with the American Sociological 

Society and the American Statistical Association) 

Presidential Addresses: Emory S. Bogardus, American Sociological 
Society 
Ernest L. Bogart, American Economic Association 
William F. Ogburn, American Statistical Association 


Wednesday, December 30 


9:00 a.m. Business Meerine: Election of Officers, etc. 
10:00 a.m. Firru Session—presiding officer, E. W. Kemmerer, Princeton 
University 

General] ‘Topic: Recent Changes in Banking 

Papers: B. M. Anderson, Jr., Chase National Bank, New York City, 
“Bank Mergers’; W. E. Spahr, New York University, “Bank 
Failures” 

Discussion: F. A. Bradford, Lehigh University ; G. W. Dowrie, Stan- 
ford University; J. F. Bell, Temple University; H. H. Preston, 
University of Washington 

12:00 MeetineG or Executive CoMMITTEE 
2:30 p.m. Sixru Session—presiding officers, W. M. W. Splawn, American 
University 
General Topic: The Changing Character of the Transportation Sys- 
tem 
Papers: J. B. Eastman, Interstate Commerce Commission, “Trans- 
portation by Rail and Otherwise”; Stuart Daggett, University of 
California, ‘““The Problem Confronting the Railroads” 
Discussion: M. L. Fair, Temple University; H. C. Kidd, University 
of Pittsburgh; G. S. Peterson, University of Michigan; D. P. 
Locklin, University of Illinois 


The following names have been added to the membership of the American 


Economic Association since August 1: 


Bernadette, M., Incarnate Word College, San Antonio, Texas. 

Bigge, G. E., Dept. of Economics, Brown University, Providence, R.I. 
Ekland, L. M., 580 Church St., Iowa City, Iowa. 

Garman, C. G., Box 306, Auburn, Ala. 

Goldenberg, L., 720 Clark St., Evanston, II. 

Innes, T. R., Manor House, 189 Manor Rd., Glasgow, S. 1, Scotland. 
Kennedy, E. L., Dime Bank—Lincoln Trust Co., Scranton, Pa. 


Mack, R. H., Box 216, Temple University, Philadelphia, Pa. 
Malone, P. E., Apt. 309, 5238 Woodlawn, Chicago, Ill. 
Marcus, R. M., 5601 Dorchester Ave., Chicago, Ill. 
Mitchell, G. S., Dept. of Economics, Columbia University, New York City. 


Beadles, W. T., Dept. of Economics, Illinois Wesleyan University, Bloomington, Il. 


McLaughlin, J. F., Puget Sound Power and Light Co., 860 Stuart Bldg., Seattle, Wash. 
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Nathan, O., Reichswirtschaftsministerium, Viktoriastrasse 33-34, Berlin, W. 10, Ger- 
any. 

Nidlson, A. W., 703 Hurly-Wright Bldg., Washington, D.C. 

phinney, J. T., 67 Hastings St., Roxbury, Mass. 

pyle, H. G., School of Engineering, Pennsylvania State College, State College, Pa. 

Rea, L. O., Wake Forest College, Wake Forest, N.C. 

Rose, D. C., Scudder, Stevens & Clark, 111 Broadway, New York City. 

Singleton, E. E., 2007 Wheeler Ave., Baltimore, Md. 

Sundelson, J. S., 25 E. 86th St., New York City. 

swahn, Mrs. S. L., 171 Fenimore St., Brooklyn, N.Y. 

sweezy, A. R., Wilton, N.H. 

Upham, C. B., Racquet Club, Washington, D.C. 

wicky, F. J.. Wernerstrasse 8, Zurich II, Switzerland. 


On October 17 a weekly program of radio addresses on present day eco- 
nomics and psychology was inaugurated by Columbia University, Yale Uni- 
versity, and the American Economic Association, through the courtesy of 
the National Broadcasting Company. The first ten addresses provided for in 
the economic series are: ‘‘Forerunners of the Present Depression,” by E. L. 
Bogart, American Economic Association; ‘International Economic Interde- 
pendence,” by E. F. Gay, Harvard University; “America and the Balance 
Sheet of Europe,” by H. G. Moulton, Brookings Institution; ‘Social Con- 
sequences of Business Depressions,” by Jane Addams, Hull House; “Effects 
of Depressions upon Employment and Wages,” by William Leiserson, Antioch 
College; “Business Depressions and Business Profits,’ by W. F. Gephart, 
First National Bank of St. Louis; “Agriculture in Relation to Economic Re- 
covery,” by E. G. Nourse, Institute of Economics; “Wages in Relation to 
Economic Recovery,” by Leo Wolman, Columbia University ; ‘“Banking Poli- 
cies in Relation to Recovery,” by J. H. Hollander, Johns Hopkins University ; 
“Forward Planning of Public Works,” by O. T. Mallery, Philadelphia. 


The Review is authorized to note that the recent book on Branch, Group and 
Chain Banking by Professor Gaines T. Cartinhour of New York University, 
published by the Macmillan Company, may be obtained by members of the 
AmericaN Economic Association at a discount of 80 per cent from the list 
price of $4.50. 


The American Statistical Association at its New York meeting September 
29, discussed the topic of “Methods of Analyzing Consumer Attitudes.’”’ The 
following speakers took part in the program: Raymond Franzen, “Methods 
of Determining Consumer Attitudes”; Arthur Fertig, “Evaluation and Inter- 
pretation of Merchandising Operations’; Henry R. Halsey, “Consumer At- 
titudes and Statistical Procedure.” 

At its meeting October 27 the subject for discussion was “The Price Level 
Slumps of 1920 and 19831—What Caused Them?” The following speakers 
were on the program: Carl Snyder, Irving Fisher, Lionel D. Edie, E. W. 


Kemmerer. 


At the conference of agricultural economists, held at the University of 
Chicago in September, a committee of five was appointed to codperate with the 
Association of Land Grant Colleges and Experiment Stations, Farm Or- 
ganizations, and other similar associations concerning a regional planning 
program for agriculture. The members of the committee are: E. G. Nourse, 
Brookings Institution, H. R. Tolley, Giannini Foundation for Agricultural 
Economics, University of California, M. L. Wilson, Montana State College, 
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B. H. Hibbard, University of Wisconsin, and J. S. Davis, Food Research 


Institute, Stanford University. 


At the second annual conference on community and industrial methods of 
relieving and preventing unemployment under the auspices of the National 
Association of Manufacturers held in New York, October 29, the following 
papers on industrial methods were presented: “General Electric Unemploy- 
ment Relief Activities,” by W. W. Trench, General Electric Company; 
“Rochester Unemployment Benefit Fund,” by M. B. Folsom, Eastman Kodak 
Company; “Employment Stabilization in Practice,” by F. A. Miller, H. ¢, 
Godman Company, Columbus, Ohio; “Employment Program of the New Eng- 
land Council,” by J. W. Hook, Geometric ‘Tool Company, New Haven; “Cleye- 
land Balanced Labor Program,” by W. G. Rose, William Ganson Rose, Inc., 
Cleveland; “The Meyercord Plan for Employment Stabilization,” by J. L. 
Donnelly, Illinois Manufacturers Association, Chicago. 


The Northern Economic Conference of Scandinavian economists, held at 
intervals since 1863, convened at Stockholm in June. Professor Bertil Ohlin of 
Sweden opened the conference with a discussion of the influence of interna- 
tional monetary policy upon business cycles. Professor F. Zeuthen of Den- 
mark addressed the second session on the question of “Business Cycles and 
Unemployment Insurance.” Professor Ragnar Frisch of Norway occupied 
the principal place at the next session with a consideration of business fluctua- 
tions as a theoretical and statistical problem. At the concluding meeting, Dr. 
Hendrik Ramsay of Finland discussed the principles governing state participa- 
tion in industry. A full report of the principal papers with a stenographic 
record of the discussion from the floor is now available (Férhandlingar vid 
Nordiska Nationalekonomiska Métet, Ivar Heggstroms Boktrycheri, Stock- 
holm, 1931). 

In the American Federationist for August, 1931, is a description of the or- 
ganization and work of the Labor Institute at Rutgers University, by Profes- 
sor E. E. Agger. 


Members of the Association especially interested in the subject of market- 
ing will wish to know of the work of the National Distribution Council, which 
was organized a year ago by men in the field of marketing research in the 
various governmental bureaus and departments in Washington. Information 
in regard to the activities of this council may be had by addressing Mr. T. N. 
Beckman in charge of Wholesale Distribution, Bureau of the Census, Wash- 
ington, D.C. 


The Maurice and Laura Falk Foundation (Farmers Bank Building, Pitts- 
burgh) announces that for the present its funds will be used to aid studies 
and experiments in economics which may contribute to the solution of socially 
important problems. Recognizing that this is a broad field, the management, 
in a circular sheet under date of September 22, makes the following statement: 
“Recently the attitude toward depressions has undergone a change. The new 
conception, and it is shared by most of the eminent economists of the world, 
is that depressions represent breakdowns in an economic system which can be 
made increasingly subject to control. This point of view offers new encourage- 
ment that competent efforts to understand the intricate workings of the eco- 
nomic system may yield information which will enable society to mitigate 
the severity of depressions, if it cannot prevent them. Certainly it is a chal- 
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jnge to individuals and organizations with funds to put at the disposal of 
experts who are qualified to work on the problem. It is not to be expected that 
economic conditions can be quickly improved by magic formulae. Such cure- 
sis are often worse than the disease. However, it does seem reasonable to 
expect that some specific economic factors which influence depressions can be 
identified and studied with an intelligence which will increase our economic 
knowledge and our control over economic conditions in general. As long as 
opportunities to aid such studies are available to the Falk Foundation, we be- 
jjeve no more important use for our funds could be found.” 


The Council for Tariff Reduction in a letter of August 5 states that the 
number of members has now reached 650. Information in regard to the pur- 
pose of this organization may be had by addressing the secretary of the 
Council, Room 908, 2 West 45th Street, New York City. 


A lecture on “Ethics and Modern Business,’ under the auspices of the 
Barbara Weinstock Foundation, was delivered by Henry S. Dennison of the 
Dennison Manufacturing Company before the College of Commerce of the 
University of California on October 7. 


A bureau of business and economic research has recently been organized 
by the University of Utah in connection with its School of Business. 


The Social Science Research Council offers grants-in-aid of research in the 
social sciences for 1932-38. The closing date for applications is February 1, 
1932. For full information apply to the secretary, 230 Park Avenue, New 
York City. 


Prizes in the Alvan T. Simonds economic contest for 1930 have been awarded 
as follows: first prize of $1,000 to C. E. R. Sherrington of the London School 
of Economics and Political Science, and second prize of $500 to Frederick 
Geidt with Morton Brothers, Stock and Share Brokers, 97 Gresham Street, 
London. The subject was “Government Interference with the Free Play of 
Economic Forces.” 


The World Peace Foundation has published a volume on Courses on In- 
ternational Affairs in American Colleges, 1930-31, by Farrell Symons with 
an introduction by Professor James T. Shotwell of Columbia University. This 
is a description of the courses in 465 higher institutions followed by a com- 
parative analysis by colleges and a classification of courses by subjects 
(Boston, World Peace Foundation, 40 Mount Vernon Street, pp. 353, $5). 


The Northwestern University Bureau of Business Research has available 
for distribution its six volume study entitled Costs, Merchandising Practices, 
Advertising and Sales in the Retail Distribution of Clothing, 1921, and Sell- 
ing Expenses and Their Control, 1922. Those who are interested in securing 
copies of these studies may do so by writing to Professor Horace Secrist, 
director of the Bureau, 339 East Chicago Avenue, and enclosing fifty cents to 
cover postage. 


Discovery of the underlying causes of unemployment in the three large 
cities of a representative state is the aim of the Minnesota Unemployment Re- 
search Institute, announced in the first publication of its findings, to be re- 
leased shortly by the University of Minnesota Press. A survey under this 
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organization, directed by Dean Russell A. Stevenson of the University of 
Minnesota School of Business Administration, has enlisted the services of 
employers, labor leaders, economists, physicians, social workers, psycholo- 
gists, and members of several other professions in a unique undertaking, which 
will include an intensive study of industrial conditions, particularly those 
relating to unemployment, in Minneapolis, St. Paul, and Duluth. The project 
further involves an attempt to improve existing methods in public employ- 
ment offices. Bulletins reporting the results of the investigations and experi: 
ments conducted by the Institute will be published at intervals during the next 
two years. 


The Industrial Research Group of Columbia University announces that 
the following bulletins are now available for gratuitous distribution: Series 
of 1931—(1) Consumer’s Power; (2) The Intellectual and the Labor Move- 
ment; (8) Agricultural Prosperity and Labor Unionism; (4) Managers in 
the Profit System; (5) The Labor Injunction. Series of 1980—(1) Democracy 
and Leadership in Labor Unions; (2) Labor and Its Press; (8) Labor and 
the Police; (4) Poor Man’s Justice; (5) Prison Industries; (6) The Profit 
Motive; (7) The Young Worker in Industry. For further information ad- 
dress Lucy M. Kramer, Secretary, 408 Schermerhorn Annex, Columbia Uni- 
versity, New York City. 


The Department of Commerce is now issuing an annual supplement to the 
bulletins on Survey of Current Business, the 1931 Annual Supplement having 
recently been published. 


The School of Commerce of the University of Georgia announces the early 
publication of a study of manufacturing in Georgia prepared by Henry B. 
Moore, assistant professor in the School of Commerce at the University of 
Georgia. 


The following additional volumes have been published in the series of re- 
prints of scarce tracts in economic and political science available through the 
Royal Economic Society, 9 Adelphi Terrace, W. C. 2, London: Labour's 
Wrongs and Labour’s Remedy, or, The Age of Might and the Age of Right, 
by J. F. Bray, originally published in 1889 (pp. 218, 7s. 6d.); A Critical 
Dissertation on the Nature, Measures, and Causes of Value, Chiefly in Refer- 
ence to the Writings of Mr. Ricardo and His Followers, by Samuel Bailey 
originally published in 1825 (pp. xxviii, 258, 7s. 6d.) ; Lectures on Political 
Economy, by Mountifort Longfield, originally published in 1834 (pp. 12, 268, 
7s. 6d.); The Graphic Representation of the Laws of Supply and Demand, 
and Other Essays on Political Economy, by Fleeming Jenkin, originally pub- 
lished in 1887 (pp. 6, 154, 6s.). 


The Kansas Labor and Industrial Bulletin, published monthly by the Kansas 
Commission of Labor and Industry, presents an index of the industrial employ- 
ment in Kansas. The data for the index are obtained monthly from more than 
500 representative industrial organizations. Professor Will F. Kissick of the 
University of Kansas and William A. Murphy of Southwestern College have 
aided in this project. 


Information has been received in regard to publications of the Polish In- 
stitute for Economic Research. These are, as of June, 1931: (1) Konjunktura 
Gospodarcza, a Polish monthly, giving about 850 pages of printed matter 
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searly. Every issue comprises an analysis of general business conditions in 
their more important aspects: money commodities, stock and labor markets, 
iJJustrated by graphs and tables. Once a quarter a detailed description of the 
situation in the several branches of business activity is added; also, short 
notes on current economic problems and methods. No advice to individual 
business men or investors is given. (2) Polish Business Conditions contains 
an English translation of the more general part of the Konjunktura Gos- 
podarcza. It is published monthly and gives about 100 pages annually. (3) 
Sprawozdania i Przyczynki Naukowe is a serial publication, containing short 
monographs from 8 to 82 pages. 


The following notes concerning the Brookings Institution have been re- 
ceived : 

Dr. Lewis L. Lorwin of the Institute of Economics attended the first World 
Social Economic Congress, held in Amsterdam, August 23-29. The Congress 
was called by the International Industrial Relations Association to consider 
the present “paradox” of unemployment amidst plenty and to discuss the 
possibilities of economic and social planning as a method of dealing with un- 
employment. Dr. Lorwin submitted to the Congress a report on “The Problem 
of Economic Planning,” and he read a specially prepared address in which 
he proposed a so-called Five-Year Prosperity Plan. 

Dr. Charles O. Hardy of the Institute of Economics spent three months 
in Europe during the summer for the purpose of making a study, with Dr. 
Robert R. Kuczynski, of the Vienna municipal housing program and the 
methods by which it has been financed. 


In the first semester of the present academic year, the first of a group of 
courses in agricultural economics and rural sociology under the auspices of 
the Social Science Research Council are offered at the American University, 
Washington, D.C. These courses are in charge of specialists in the Bureau 
of Agricultural Economics and other agricultural agencies located in the 
capital. 

Appointments and Resignations 


Professor Romanzo C. Adams of the University of Hawaii was a member 
of the summer quarter faculty of the department of economics, Stanford Uni- 
versity. 

Roscoe Arant of Vanderbilt University has been appointed lecturer in 
economics in the School of Commerce, Northwestern University. 


Herbert Ashton has been appointed instructor in economics at Trinity Col- 
lege, Hartford. 


R. S. Atwood of the College of Commerce and Journalism at the University 
of Florida has been appointed director of the Institute of Inter-American 
Affairs at the same institution. 


Andrew Barr, Jr., formerly instructor in accounting, has been made an as- 
sistant professor at Yale University. 


Russell H. Baugh, instructor of economics at the University of Wisconsin, 
has been appointed acting assistant professor of economics at Stanford Uni- 
versity. 

Howard Berolzheimer has resigned his position at Yale University to be- 
come instructor in corporation finance at Northwestern University. 
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Truman C. Bigham, associate professor of economics in the College of 
Commerce and Journalism at the University of Florida, has been promoted to 
the position of professor of economics. 


Dr. John D. Black of Harvard University is chief economist of the Federal 
Farm Board. 


H. W. Blalock is assistant professor of economics and business administra. 
tion at the University of Arkansas. . 


Emile Bouvier has been appointed professor at the Jesuit College in Quebec, 


Dr. E. L. Bowers is acting chairman of the department of economics at 
Ohio State University during the absence of Dr. A. B. Wolfe. 


Robert W. Bradbury is assistant professor of economics, in charge of 
economic history and foreign trade, at Louisiana State University. 


Margaret L. Brainerd of Oberlin College is a teaching fellow on the eco- 
nomics staff at Tufts College. 


James H. Bredin of the University of Minnesota has been appointed lec- 
turer in economics in the School of Commerce, Northwestern University. 


Lyndon O. Brown of Northwestern University has been promoted to the 
rank of assistant professor of advertising. 


A. S. Campbell, head of the department of economics at Emory and Henry 
College, has been appointed associate professor of economics and foreign 
trade and director of the Bureau of Economic and Business Research in the 
College of Commerce and Journalism at the University of Florida. 


Dr. Alexander E. Cance, head of the department of agricultural economics 
at Massachusetts State College, has returned from six months of travel and 
study in Northern Africa and Europe. 


W. A. Carter, instructor in economics at Dartmouth College, has been 
granted a year’s leave of absence to do graduate work at Princeton University. 


A. H. Chute, formerly a department store comptroller, has been made an 
instructor in business organization at Ohio State University. 


Paul Conner has been appointed associate professor of finance at the Uni- 
versity of Denver. 


Leonard T. Conway of the Wharton School of Finance and Commerce is 
a member of the department of economics at the University of Pittsburgh. 


Dr. Carroll R. Daugherty of the University of Alabama has joined the 
staff of the department of economics at the University of Pittsburgh. 


Raymond C. Dein is assistant instructor in accounting in the College of 
Business Administration at the University of Nebraska. 


Dr. Sigismond Diettrich is instructor in economics at the University of 
Florida. 


Frederick C. Dirks of Middlebury College is a teaching fellow on the 
economics staff at Tufts College. 


Howard Dykman, professor of insurance and economics in the College of 
Commerce and Journalism at the University of Florida, has been appointed 
assistant dean of that College. 
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Henry H. Edmiston is an instructor in political economy at Yale Univer- 
sity. 

Wilford J. Eiteman of Ohio State University is associate professor of 
economies and business organization at Albion College. 


Dr. M. J. B. Ezekiel has returned to the staff of the Federal Farm Board 
after a year of travel and study in Europe, where, as holder of a Guggenheim 
Fellowship, he has investigated agricultural conditions and policies. 


John L. Favaloro is assistant in accounting at Louisiana State University. 


Professor Herman Feldman of the Amos Tuck School at Dartmouth College 
is spending his sabbatical leave in Europe. 


Cecil H. Fewell of Baylor University is instructor in business administration 
in the University of Texas. 


E. I. Fjeld has resigned as professor of accounting and secretary of the 
School of Business Administration at the University of Colorado to accept 
an appointment as lecturer in accountancy in the School of Business and Civic 
Administration in the College of the City of New York. 


Dr. Paul R. Fossum, assistant professor of economics at Carleton College, 
has been promoted to the rank of associate professor. 


George H. Gallup, formerly head of the department of journalism at 
Drake University, has been appointed professor of advertising and journalism 
in the School of Commerce, Northwestern University. 


Dr. Arthur Gayer has been appointed lecturer in economics in the depart- 
ment of economics and sociology at Barnard College. 


Joseph H. Gilby of the Northwestern University School of Commerce has 
been appointed president of the Illinois Society of Certified Public Account- 
ants. 


Mary B. Gilson has been appointed instructor in economics at the Univer- 
sity of Chicago. 

Professor W. D. Gordon of the accounting department of the University 
of Pennsylvania has been granted a leave of absence in order to accept the 
office of secretary of banking for the Commonwealth of Pennsylvania. 


G. C. Haas is assistant chief economist of the Federal Farm Board. 


Dr. Gottfried Haberler from the University of Vienna is serving as lecturer 
in economics at Harvard during the current year. 


B. F. Haley of Stanford University has been promoted to the rank of 
associate professor and is serving as acting executive head of the department 
of economics. 


M. N. Harmon is assistant in accounting at Louisiana State University. 


Gilbert Harold has been appointed instructor in business organization at 
Ohio State University. 


Benjamin F, Harrison has resigned his position as adjunct professor of 
business administration in the University of Texas to accept an appointment 
as head of the accounting division in the Oklahoma Agricultural and Mechani- 
cal College. 
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William T. Hicks, instructor in economics at the University of Florida, 


has been granted a leave of absence to do graduate work at Northwestern 
University. 


Arthur M. Hillhouse of New York University has been appointed lecturer 
in economics in the School of Commerce, Northwestern University. 


Willard E. Hotchkiss of Leland Stanford University is offering Courses 
in the graduate school of the University of Pennsylvania. 


Willard P. Hull has been added to the School of Business Administration 
at the University of Ut ah as instructor in business administration. 


Marshall D. Ketchum of the University of Chicago is instructor in economics 
at Duke University. 

Professor Will F. Kissick of the University of Kansas has been serving as 
a technical advisor to the Governor’s Committee for Employment. 


Professor Frank H. Knight of the University of Chicago is in Europe. 


Victor D. Kniss of Kalamazoo College is a teaching fellow on the economics 
staff at Tufts Colleg 


Martin L. Lindahl, who spent last year at Brookings Institution, is an 
instructor in economics at Dartmouth College. 


Dr. Arthur F. Lucas of Clark University is to spend the second semester 
of the present year in England on sabbatical leave. Under a grant from the 
Social Science Research Council he is to make a study of the rationalization 
movement in British industry. 


E. Ray McCartney is a part-time instructor in economics at the College of 
Business Administration at the University of Nebraska. 


T. C. McCormick is assistant professor of rural economics and sociology 
at the University of Arkansas. 

John E. McDonough has been promoted from the rank of assistant pro- 
fessor to associate professor of political economy at Yale University. 


James A. Maxwell has resumed his work as associate professor of eco- 
nomics at Clark University after a year spent in Ottawa and other Canadian 
centers investigating the problem of federal subsidies to the provinces. 


Thomas K. Mitchell of Beloit College is a teaching fellow on the economics 
staff at Tufts College. 


Paul Morrison of Northwestern University has been promoted to the rank 
of associate professor of finance. 


H. R. Mussey has been reappointed to the department of economics and 
sociology at Wellesley College after an absence of two years. For the year 
1931-82 he is on leave and is studying economic conditions in Germany and 
Russia. 


R. M. Neustadt is offering courses in the graduate school of the University 
of Pennsylvania during the present academic year. 


Paul W. Newman is instructor in business statistics at the University of 
Texas. 


Howard M. Norton is instructor in business administration at Louisiana 
State University. 
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A. L. Odebrecht, formerly sales manager of the Columbus Show Case Com- 
pany, is an instructor in marketing at Ohio State University. 


Dr. Melchior Palyi of the Berlin Handelshochschule and economist of the 
Deutsche Bank, gave a series of lectures and round-table discussions on pres- 
ent economic conditions in Germany at the University of Chicago in October. 


Frank Parker of the University of Pennsylvania has been appointed chair- 
man of the Philadelphia Building Federation. 


Donald S. Parks of Northwestern University has accepted an appointment 
at the University of Toledo. 


C. L. Parry has resigned his instructorship at Ohio State University to be- 
come connected with the Metropolitan Life Insurance Company. 


Dr. Paul W. Paustian of Columbia University has become head of the Social 
Studies Division at Stephens College, Columbia, Missouri. 


D. J. Pilcher of the University of Virginia has been appointed assistant 
professor of economics at DePauw University. 


E. Grosvenor Plowman, director of the Bureau of Business and Social Re- 
search of the School of Commerce, University of Denver, is also dean of the 
new Extension Division and chairman of the committee in charge of the 
extramural and correspondence instruction bureau. 


Harry L. Purdy has returned to Dartmouth College from the University of 


Chicago, where he has been doing graduate work during the past year and a 
half. 


Professor Stuart Rice of the University of Pennsylvania has been granted a 
leave of absence to devote his full time to the President’s Committee on 
Social Trends. 


Associate Professor Carl B. Robbins of Stanford University has been 
given leave of absence to enable him to appear before the Tariff Commission 
in connection with a proposed revision of tariffs on sugar. 


Keith H. Roberts of the University of Illinois is instructor in business 
organization at Ohio State University. 


Reginald D. Root is instructor in political economy at Yale University. 


Dr. John G. Schaffer, formerly secretary of the San Francisco Stock Ex- 
change, has accepted the position of assistant professor of banking and finance 
in the College of Commerce at the University of Southern California. 


Professor H. F. R. Shaw has returned to active duty at Dartmouth College 
after a sabbatical leave during the past semester. 


W. Mason Smith returns to the Northwestern University School of Com- 
merce as assistant professor of accounting, after serving three years as as- 
sistant secretary of the National Association of Cost Accountants. 


Alvah Eugene Staley has been appointed assistant professor of economics 
at the University of Chicago. 


Walter W. Stewart, chairman of the board of the banking firm of Case, 
Pomeroy and Company, has been appointed American member of the Com- 
mittee of Seven which will meet at Basle to work out a new settlement of 
German reparations. 


aber 
ida, 
tern 
rer 
Tses 
tion 
Nics 
+ as 
nics 
an 
ster 
the 
ion 
2 of 
ogy 
ro- 
c0- 
ian 
ics 
unk 
ind 
ear 
nd 
ity 
| f 
0 | 
na | 


814 Notes [December 


Dean Frank T. Stockton of the School of Business, University of Kansas 
has been appointed a member of the Governor’s Committee for Employment 


\\ 


Dr. George W. Taylor of the industrial research department of the Univer. 
sity of Pennsylvania, has been appointed arbitrator of the labor disputes in 
the full-fashioned hosiery industry of Philadelphia. 


W. Bayard Taylor has resigned his position at Cleveland College, Western 


Reserve University, to accept an appointment as associate professor of finance 
at the University of Wisconsin. 


D. J. Teviotdale of the University of Kansas has been serving as a techni- 
cal advisor to the Governor’s Committee for Employment. 


Ralph B. Tower is head of the department of economics at Mt. Union Col- 
lege. 


Ray E. Untereiner of the California Institute of Technology has been ap- 


pointed lecturer in economics at the School of Commerce, Northwestern Uni- 
versity. 


Dr. W. H. Voskuil has resigned from the staff of the National Industrial 


Conference Board to take charge of the Mineral Economics Section of the 
State Geological Survey of Illinois. 


of economics and sociology. 


ce} 
Fred Ward has been granted leave of absence by the College of Commerce Un 
and Journalism of the University of Florida to accept a position with Haskell Bi 
and Sells. Un 
S. M. Wedeberg of Yale University has been appointed assistant professor * 
of accounting at the University of Maryland. os 
Cecil M. Welch has been appointed assistant in the department of eco- ~ 
nomics at Carleton College. Xi 
Bi 
Ronald B. Welch is instructor in political economy at Yale University. : 
Professor Robert R. Wilson of the department of economics and political z 
science at Duke University has been granted sabbatical leave for the academic N 
year 1931-32. He will spend part of the year in Washington, D.C., in special 
work for the Department of State and later will spend some months in Europe. 
Professor E. M. Winslow of Tufts College, who was abroad last year on r 
Social Science Research Council fellowship investigating the problem of in- i 
direct protection, has returned to an appointment as head of the department 


Dr. F. E. Wolfe of the economic research department of the Procter and 
Gamble Company has been appointed lecturer on applied economics at the 


University of Cincinnati College of Engineering and Commerce for the year 
1931-32. 


Professor Harvey A. Wooster of Oberlin College has been appointed di- 
rector of the Massachusetts Special Commission on the Stabilization of Em- 


ployment, and will be away from Oberlin on leave of absence until September, 
1932. 


A NOTEWORTHY RECORD for 


the Revised Edition of 


Corporation Finance 


By Arthur Stone Dewing 


Professor of Finance, Harvard University 


NSTRUCTORS in schools and colleges everywhere have en- 
thusiastically welcomed the 1931 revision of this widely used 
textbook. Its record adoption since publication last May, and the 
many commendations which continue to come in, definitely indicate 
that Dr. Dewing has made another outstanding contribution to text- 


book literature. 


A Partial List of Fall Adoptions 


Here is a selection from the adoption record to show how widespread is the ac- 


ceptance of the book: 


University of Alabama 

Birmingham Southern 
College 

University of Southern 
California 

Loyola University, Los An- 
geles 

Menlo Junior College 

California Institute of Tech- 
nology 

Mills College 

Riverside Junior College 

Northwestern University 

Bradley Polytechnic Institute 

James Milliken University 

Angustana College 

Indiana University 

Evansville College 

Notre Dame University 


Earlham College 

Iowa State College 

Morningside College 

Emporia 

University of Kentucky 

Loyola University, New Or- 
leans 

Centenary College of Louisi- 
ana 

Y.M.C.A., Baltimore 

Johns Hopkins University 

University of Baltimore 

Bentley School of Accounting 
and Finance, Boston 

Mount Holyoke College 

Alma Oollege 

Dartmouth College 

Newark Institute of Arts & 
Sciences 

University of New Mexico 


Fordham University 

College of New Rochelle 

University of Buffalo 

American Institute of Bank- 
ing (New York and Phila- 
delphia Chapters) 

New York University 

Hamilton College 

Cleveland College 

Oklahoma College for Women 

Columbia University, Port- 
land, Ore. 

Lehigh University 

Drexel Institute 

University of Pittsburgh 

Juniata College 

Rice Institute 

Roanoke 

University of Wisconsin 

Madison College 


A Complete Revision 


The new edition is not only a complete 
rewriting and enlargement of Dr. Dew- 
ing’s former text. It embodies also many 
recent developments in corporation fi- 
nance which have assumed importance in 
present day conditions. In structure and 


organization the revised work is still an 
adaptation of “Financial Policy of Cor- 
porations,” that outstanding classic which 
for years has been a standard text- 
book in colleges and univer- 

sities throughout the country. $3 50 


Before selecting your text for next term’s classes, be sure to 
consider this revised edition of CORPORATION FINANCE. 


—=The Ronald Press Company —= 


Publishers: 15 East 26th Street, New York, N. Y. 


Please Mention Tue AmeERiIcaAN Economic Review When Writing to Advertisers 
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ECONOMIC 
BEHAVIOR 


ATKINS - EDWARDS - FRIEDRICH 
McCONNELL - RAUSHENBUSH - REED 


Washington Square College, New York University 


In two volumes, each, $3.00 


ERE are real men, real activities, a real grappling with the problem 
of backwardness of our control over great industry. . . . Its appeal 
must be to readers who see the arrangements under which our industries 
are conducted as of human invention, . . . and find a challenge in the 
persisting paradox of inadequate livings and surplus productive capacity.” 
—Walton H. Hamilton in The New Republic. 


“The authors have done a job that long needed to be done. Many attempted 
it before them, but with indifferent results. . . . They have written the 
introduction and given us a practical working outline for a new, a human, 
economics.” —W. M. Leiserson in The Survey. 


“In a time like this, a book like Economic Behavior has a special signifi- 
cance. It is a book which approaches the economic situation through the 
institutions which its problems have caused to be created and an evaluation 
of the methods by which these institutions live.’—Isaiah Rackovsky, in 


The Thinker. 


“I should make these volumes compulsory for the literate population of 
America. Never have the broad outlines of the economic scene been more 
adequately and humanly described.’"—Stuart Chase in the New York Her- 
ald Tribune. 


“Economic Behavior is a book of fundamentals, immensely important to 
all who seek a solution for the deadly competition of the machine age. It 
does not offer a solution, but it charts comprehensively the human factors 
underlying the dilemma. It is recommended to all who are willing to think 
through the logical consequences of the modern capitalist system.”—Bruce 


Hopper, Harvard University, author of Pan-Sovietism. 


HOUGHTON MIFFLIN COMPANY 


BosTON New YorK CHICAGO DALLAS ATLANTA SAN FRANCISCO 


Please Mention Tue American Economic Review When Writing to Advertisers 


New 


McGraw-Hill Books 


Books 
Wormser’s FRANKENSTEIN INCOR- 
PORATED 


By I. Maurice Wormser, LL.D., Professor of Law, Fordham 
University; Editor New York Law Journal. Whittlesey House 
Publication. 242 pages, 6x9, $2.50 


A frank and critical analysis of the modern corporate type of organiza- 
tion. The author points out the evils that exist in present methods of 


corporate promotion and management and suggests possible remedies 
for these evils. 


Donald’s HANDBOOK of BUSINESS 
ADMINISTRATION 


Edited by W. J. DONALD, Managing Director, American Man- 
agement Association, Leona Powell, Managing Editor. Associate 
Editors, K. B. Andersen, E. K. Donald, and M. R. Lindsay, 
Members of the Staff of the American Management Association. 
With the collaboration of 129 specialists. Published for the 
American Management Association. 1752 pages, 41/.x 7, flexi- 
ble, illustrated, $7.00 


Here is the first complete, authoritative and up-to-date handbook of 
business administration. 

Sponsored by the American Management Association, this book is 
designed to provide a comprehensive, usable resumé of current effective 
managerial practice and accepted policies in all fields of business. 


Dutton’s PRINCIPLES of ORGANI- 
ZATION 
As Applied to Business 


By Henry P. DuTTON. 315 pages, 51/. x 8, $3.00 


This book approaches the problems of business organization from the 
engineering standpoint. It analyzes the physical, social and psychological 
forces which determine the most effective business organization struc- 
ture and action. 


Send for copies on approval 


McGRAW-HILL BOOK COMPANY, Inc. 
330 West 42nd Street, New York 


Please Mention Tue American Economic Review When Writing to Advertisers 


THE LABOR MOVEMENT IN POST-WAR FRANCE 


By 
David J. Saposs 


One of the Social and Economic Studies of Post-war France, this book is 
the first study of the French labor movement in all its aspects. It concen- 
trates on the description and analysis of the movement since the War, 
giving enough of its previous history to create an intelligent perspective 
of its beginni ind present status. In view of what labor organization 
means att moment to France, it is an essential part of the modern 
economist eld as far as he is concerned with the French economic 
problems. $6.00 


JOSIAH TUCKER 
A SELECTION FROM HIS ECONOMIC AND 
POLITICAL WRITINGS 
With an Introduction by 
Robert Livingston Schuyler 


In this book THE ELEMENTS OF COMMERCE AND THE THEORY 
OF TAXES, a treatise anticipating classic doctrines of Adam Smith by 


twenty years, is published for the first time. Other papers, hitherto avail- 
able in only a feu lil varies, are included. And the whole collection, with 
the Introduction, presents a vivid picture of the activities of Tucker as 
one of the forer e‘ghteenth century thinkers in the field of economics. 
$5.00 


A BIBLIOGRAPHY 
OF THE FACULTY OF POLITICAL SCIENCE 
OF COLUMBIA UNIVERSITY, 1880-1930 
Compiled by 
Milton Halsey Thomas 


This volume will greatly assist the questing student of economics and 
advanced research scholar with its complete bibliographies of the present 
and former members of this faculty, together with a check list of the 
Columbia Studies in History, Economics and Public Law; and the disserta- 
tions presented for the Ph.D. under this faculty but not published in the 
Studies. $4.00 


COLUMBIA UNIVERSITY PRESS 
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CLEARINGS AND COLLECTIONS 
FOREIGN AND DOMESTIC 
By 
Thatcher C. Jones 
. of particular interest at the present time, when attention is focused 
on the international money markets of the world... . It is one of the best 
available treatises on its subject... and should be of great interest to... 
the theoretical economist.”"—Marcus Nadler, N. Y. Journal of Commerce. 
$4.50 
THE NEW YORK MONEY MARKET 
VOL. I: ORIGINS AND DEVELOPMENT 
By 
Margaret G. Myers 


Here is the first of two volumes which will be the most complete history 
of the money market, from its origin in Philadelphia to June, 1931, in 
existence. 


Vol. I (carrying the account up to 1913), $5.00. If Vol. II is ordered at 
the same time the cost is less than if ordered later. (Examination copy, for 
review as a possible text book, sent on request.) 


STATE-ADMINISTERED LOCALLY-SHARED TAXES 


DEVELOPMENT IN THE STATE AND LOCAL 
TAX SYSTEM OF THE UNITED STATES 
By 
Ruth Gillette Hutchinson 


A book which deals with the legal, financial and historical aspects of state- 

administered locally-shared taxes is a decided help in achieving a better 

perspective and understanding of the present situation in tax problems. 
$2.25 


THE MOBILITY OF THE NEGRO 
A STUDY IN THE AMERICAN LABOR SUPPLY 


By 
Edward E. Lewis 


This is a stimulating test of methodology, establishing a technique for 
determining economic push and pull by using the Negro labor migration 
from the South to the North during 1919-1924 as a test case. $2.25 
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INVESTMENT AND SPECULATION 
By Lawrence Chamberlain and William W. Hay 


Mr. Chamberlain's Principles of Bond Investment has been “the Bible of Wall Street” for 
two decades. The present volume, with equal penetration and thoroughness, studies the basic 
principles of investment and speculation, and makes clear why industrial common stocks are 
a form of speculation, not an investment. $3.00 


CULTURAL SIGNIFICANCE OF ACCOUNTS 
By DR Scott, University of Missouri 


This cultural introduction to the study of accounting discusses the place of accounts in the 
existing scheme of human affairs. $2.50 


MODERN ECONOMIC SOCIETY 
By Sumner H. Slichter, Harvard Graduate School of Business Administration 


“Mr. Slichter’s book is, I am convinced, the one best survey that has yet been written, The 
author moves with competence and adequate documentation over an extraordinary range of 
subject matter.” —Carter Goodrich in The New Republic $4.00 


HENRY HOLT AND COMPANY 
ONE PARK AVENUE NEW YORK 


AMERICAN ECONOMIC 


i The Book of the Year 
ASSOCIATION 


on the Anti-Trust Laws 


The 


Masquerade 
of 
Contributed 


Evanston, Illinois 


BY FRANK A FETTER 


in honor of PAST PRESIDENT OF THE 
. AMERICAN ECONOMIC ASSOCIATION 
John Bates Clark 


‘Few books dealing with the subject are 
as absorbing as this. One who is interested 


OS as a citizen, student or industrialist, should 
not miss reading Fetter’s brilliant work.” 
—N. Y. Post. $3.75 


To Members . 8265 
HARCOURT, BRACE & CO. 


To Others .... $4.00 383 Madison Ave., N. Y. 
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